OUR INDUSTRY IS HEALTHIER TODAY 


4 By A. McB. FAIRFOUL, F.A.S.A. 


Rit (As Deputy Finance Editor of The Melbourne Herald, the writer analyses the 
| affairs of about 1000 public companies a year). 


"THERE are very few companies to- 
day that have not made a sub- 
“gantial recovery in their affairs in the 
last six months. 

' And fewer still who are not looking 
"forward to further improvement be- 
fore the current financial year ends in 
June. 

| These hopes are soundly based. Trade 
nis again running freely, stocks are 
| down and finance easier. 

| Even more important, much dead 
‘wood has been cut away in the process 
‘of improving methods, efficiency and 
" Bervice. 

’ Many have now learned the lesson 
‘that rising costs can no longer be 
| passed on in higher prices. 

' “Cost-plus” days are over and “near 
/enough” is no longer “good enough” in 
'today’s buyers’ market. 


4g Realism Here. 
| Those who responded to the chal- 
lenge of competitive trading can look 
| the future with confidence. 

Those who didn’t could easily be on 
their way out. 
oon overall, there is a better and 
: ier outlook. The blind optimism 
fhat coloured much company judgment 
'2 months ago has given place to real- 
‘im in planning and marketing. 
A common pattern can now be traced 
“ithe ebb and flow of industry and 
“mmerce over the past 12 months. 
| The blow fell about a year ago when 
; started to evaporate. For most 
Dusinesses the next six months were a 
‘hightmare particularly for retailers 
ind manufacturers of consumable 


§ 
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While sales were falling, costs were 
still rising. Working capital was lock- 
ed up in stock and money was at a 
premium. 


Cuts helped. 


Fortunately most rode out the storm 
with success — many being aided by 
import restrictions and the cancellation 
of some oversea contracts. 

The tide turned about September 
when business started to brighten. The 
improvement was accelerated by the 
firmness of wool — our biggest con- 
tributor to export income. 

From September on most companies 
and businesses have improved their 
position immensely. Month by month 
figures are better and are continuing 
to point upward. 


First In—First Out 


Companies and businesses that were 
first in to the recession last year are 
recovering faster than any other. 

When things dried up the makers 
and sellers of commodity products 
were the first to be hit. Textiles parti- 
cularly felt the shock as tumbling wool 
prices meant heavy stock losses on top 
of dwindling sales. 

Makers of capital goods, the heavy 
engineering trades and so on did not 
feel the first shock, although they were 
affected by money tightness that inter- 
fered with regular payments for deli- 
veries. 

Now the tune has changed. Some 
heavy industries are now feeling the 
pinch of curtailed spending while sup- 
pliers of commodities are already get- 
ting on top again. 
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Best example of a quick recovery is 
probably Felt and Textiles, which re- 
ported a profit of around £300,000 be- 
fore tax in the half-year to December 
31, against a loss of just on £500,000 
in the previous 12 months. 

The company’s latest interim report 
speaks of rising sales again (about 
£11 million for the six months) and a 
big improvement in liquidity (the excess 
of what is currently owned over what 
is currently owed). 

While not so spectacular, the big 
majority of interim reports tell the 
same story. 

Further, interim dividends have 
been better than many pessimists fear- 
ed. Companies that couldn’t pay last 
year are already back on the dividend 
list or have stated their ability to pay 
later. 

Better Year. 

This applies particularly to the 
textile and retail trades, where most 
companies look, at this stage, to be 
having a better year than 1952. 

Even if this is not borne out by 
actual profit figures it certainly will 
be by healthier all round accounts. 

Most of the heavy engineering trades 
are also doing well, but some who 
specialised in Government works are 
finding the going heavy at the moment. 

But even this group can find con- 
solidation in lower costs of iron and 
steel, their prime materials, as they no 
longer have to augment local supplies 
with high price imports. 

Some sections of industry are still 
depressed for local reasons. For in- 
stance the car trade will certainly not 
repeat its bumper results of the past 
few years. 

More Selective. 

In this case, not only are buyers 
more selective with immediate delivery 
of almost any make the order of the 
day, but import cuts have also knock- 
ed sales potential. 


140 


Their results will still be good but 
a few dividends might be pared. 

The same applies to heavy metals, 
oversea prices of which have dropped 
substantially in the past few months, 

But the big majority of Australian 
companies can look forward to solid 
growth and progress is an economy 
which is much sounder than it was a 
year ago. 

Testing Time. 

Two main questions will have to be 
answered before the year’s complete in- 
dustrial pattern can be traced. One 
question is local and the other inter- 
national — and therefore must in- 
evitably have a big bearing on our 
future. 

On the American scene the current 
prospects of peace in Korea present a 
poser for industry to prove that our 
capitalist economic system can prosper 
without war. 

At the time of writing Wall Street 
has refiected the industrial jitters. 
Share prices are down sharply on the 
fears that millions of dollars worth of 
defence and stockpiling contracts will 
be cancelled. 

This looks like being a testing time 
for the American economy on whose 
continued prosperity the rest of the 
world largely depends. 

Any down turn would have immedi- 
ate repercussions here in falling com- 
modity prices. 

The U.S. economy can be likened to 
a giant. When the giant sneezes the 
rest of us could catch pneumonia. 

Locally, the big improvement in our 
oversea funds, thanks to good export 
prices and the effect of import cuts, 
must lead to freer trade. . 

Money is freer and likely to remail 
so provided the oversea scene stays 
steady. 

Lower taxes are also in prospect with 
their promise of direct saving 4 
likelihood of increased productivity 
through the return of more incentive 
to work. 
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FINE POINTS OF COMMERCIAL LAW 


By E. H. COCHILL, LLM., (Librarian of the Supreme Court of Victoria) 


THE ENEMY’S BANK ACCOUNT 


HE case of Arab Bank v. Barclay’s 

Bank (Dominion, etc.) Ltd., (1952) 
2 T.L.R.920, deals with the law as to 
trading with the enemy, especially as to 
bank accounts. The case arose out of 
the outbreak of war between Israel and 
the Arabs of Palestine. 


The plaintiff Bank, which was situ- 
ated in the Arab section of Jerusalem, 
had an account which was in credit 
about half a million pounds sterling 
with a branch of the defendant Bank, 
in the Israeli section. 


On the outbreak of war, the Israeli 
Government adopted a set of rules 
which both parties agreed was exactly 
the same in all relevant particulars as 
the law of England on the subject, and 
therefore this case, though it turns on 
the law of Israel, is authoritative here 
and in England. 


Firstly, everyone assumed during 
the last two world wars, that the 
effect of the law as to trading with the 
enemy was not automatically to ab- 
rogate all debts owing by Banks and 
others to enemy subjects. The Enemy 
Property Custodian’s whole operations 
were based on this theory. There were 
no earlier decisions on this point, but 
the case we are now discussing accepts 
the views of writers that the law ab- 
rogates all contracts with the enemy, 
which still require anything to be done 
on either side. Contracts which are 
completed except for the payments of 
debts are not abrogated, but merely 
suspended. The debt remains, and may 
be dealt with by the country to whose 
law it is subject. 
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Secondly, the doctrine that a banker 
is not liable to pay his customer, ex- 
cept on demand, does not interfere to 
prevent the bank account from being 
a debt to which this doctrine applies. 


As a result, the Court held that this 
bank account, situated in Israel, was 
subject to Israeli law and was properly 
payable to the Israeli Custodian of 
Enemy Property, and not to the plain- 
tiff. 


The action therefore failed. 


AFFECTING RIGHTS OF CLASS 
OF SHAREHOLDERS 


BATTLE royal seems to be pro- 

gressing in England between 
ordinary and preference shareholders, 
the honours so far being on the side of 
the ordinaries. 


Only last month, under the heading 
“Ordinaries and Preference Share- 
holders” I recorded a victory for the 
preference shareholders, re John 
Smith’s Tadcaster Brewery, in which 
it was held that to give bonus 
shares to ordinary shareholders was to 
“affect” the rights of the preference by 
reducing their total voting power, and 
therefore the alteration must be ac- 
cepted at a meeting of the class “af- 
fected”’. 


As clauses providing that the rights 
of a class shall not be altered, varied, 
abrogated, affected and what not with- 
out a meeting of that class are very 
common (the number of synonyms 
used depends on the fancy of the drafts- 
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man), this decision must have caused 
some consternation, and now one finds 
that it has been practically wiped out 
by the Court of Appeal in a case of 
White v. Bristol Aeroplane Co. (1953) 
2 W.L.R. 144. 


Here the company had an article 
which provided that the rights of a 
class of shares might “be affected, 
modified, varied, dealt with or ab- 
rogated in any manner with the sanc- 
tion of an extraordinary resolution 
passed at a separate meeting of the 
members of that class”. It also had 
an article conferring on the company 
in general meeting power to issue new 
shares. It already had an issued capital 
of £600,000 preference and £3,300,000 
ordinary stock, and it proposed to issue 
a further 3 million bonus shares to the 
ordinary stockholders only. Piaintiff, a 
preference stockholder, objected. 


The Court of Appeal did not say that 
the Tadcaster case was wrongly de- 
cided, but it certainly cast doubt on it. 
The Court pointed out that you can af- 
fect the importance of a person’s rights 
without altering those rights them- 
selves. Thus a man with 1,000 shares 
in a company with only 1,500 shares 
issued, has a controlling interest. If 
the company issues a further 1,500 
shares to others, his right to cast 1,000 
votes is not affected or altered, but the 
significance of those votes is, for they 
no longer signify control. It is the 
direct alteration of rights with which 
clauses like this deal, and any such 
consequential alterations in the balance 
of a company, not directly altering ac- 
tual rights, is not within such clauses 
and does not have to be sanctioned by 
a special meeting of the class. 


Incidentally, it is mentioned in this 
case that the Tadcaster case is under 
appeal. I await the report of the ap- 


peal with interest. 
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CONTRACT PROVIDING 
PENALTY FOR BREACH 


N the eighteenth century the law had 

a much more grandmotherly tone 
than it has at present and many rules 
existed to save people from themselves, 
the best known example being the 
Usury Laws, which attempted to pro- 
hibit the taking of interest as unchris- 
tian. One minor example was this, 
that if the parties to a contract agreed 
that on breach one party should re 
cover a fixed amount from the other, 
the Courts held that they had no right 
to impose punishments on each other, 
for only the law could do that. Such 
clauses are therefore void as imposing 
a penalty. 


The nineteenth century, with its 
rabid doctrinaire liberalism, did not 
completely sweep this doctrine 
away, as it did the Usury Laws. In- 
stead it tacked on an exception. If the 
parties merely impose a punishment 
on each other, that is a penalty and 
void, but if the parties, to save 
elaborate calculations, make a rough 
guess, and say that on every breach the 
defaulter should pay so much to the 
other party, that may quite well be 
valid, as an honest pre-estimate of loss. 


Thus if the manufacturer ties his re- 
tailers in a price-fixing scheme and 
provides that if they sell his soap at 
a cut rate they shall pay him 5/-, or 
even £5, that would probably be upheld. 
On the other hand, if the contract had 
provided for £5,000 damages it would 
almost certainly be void. Such 4 
genuine attempt to fix damages before 
hand is said to result in “liquidated 
damages”. 


That the doctrine is still alive is 
shown by the recent case of Cooden 
Engineering Co. v. Stanford (1952) 
2 A.E.R. 915. There plaintiff “sold 
defendant a car on hire purchase” 
the contract providing that on de 
fault the plaintiff should be entitled 
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to repossess the car and the whole of 
the hire should immediately fall due. 

Defendant made default, plaintiff re- 
possessed the car, and sued for the 
balance of the price. Defendant 
pointed out that a clause, providing 
that the vendor should get his car back 
and the whole of his purchase price as 
well, clearly had no relation to any loss 
he might have suffered. 

The Court agreed and held that this 
clause was void under the doctrine 
above outlined, as an attempt to impose 
a penalty. The Court therefore allowed 
the plaintiff to have judgment for the 
instalments actually in arrears, but 
not for the whole amount. 


SALE OF GOODS OR WORK 


AND LABOUR? 
E old problem, whether the con- 
tract is one for labour, to which 
the materials are only incidental, or is 
one for the sale of the finished product, 
has broken out again in connection 
with a mink coat. 

In Marcel v. Tapper (1953) L.A.E.R. 
15, defendant, after viewing a number 
of mink skins, ordered a coat to be 
made of them for his wife. It was in- 
voiced as “Hip length, Mutation mink 
jacket £950”. However, the customer 
rejected it and on being sued for the 
price, took the defence that there was 
no “note or memorandum in writing” 
as required by the Sale of Goods Act. 

The Court had no difficulty in hold- 
ing that the contract was for the pro- 
duction of something, to be sold to the 
defendant. It was, therefore, a con- 
tract for the sale of goods of the value 
of £10 and upwards, and the action 
failed. 


PREFERENCE DIVIDENDS IN 
A WINDING UP 


IGHTS of preference shareholders, 
in a winding up, both as to capital 
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and income, are the subject of in- 
numerable decisions. One point is 
this—assuming that the shares are 
given a preferential right as to both 
capital and arrears of dividend, is this 
right enforceable when there is a sur- 
plus fund not derived from profits, but 
consisting only of what is left from the 
sale of capital assets? 

This problem is discussed in re 
Wharfedale Brewery Co., (1952) 2 
T.L.R. 543. This company had 4,000 
preference shares and 2,500 ordinaries 
of £10 each. 

At the date of liquidation preference 
dividends were over £100,000 in arrears 
and there were available for distri- 
bution profits of about £1,000. 

After liquidation the liquidator had 
a surplus of assets over liabilities of 
£67,000, and the question was whether 
the preference shareholders took all of 
it or whether the ordinaries were en- 
titled to get their capital back in 
priority to the claim of the preference 
shareholders for arrears of dividends. 
The articles provided that the prefer- 
ence should have the right to a fixed 
cumulation preferential dividend of 6% 
and should rank as regards both divi- 
dends and capital in priority to the 
other shares. 

All parties agreed that this clause 
was sufficient to confer preferential 
rights not only when the company was 
a going concern but also in a liquida- 
tion, and the judge went on to point 
out that, at that stage, surplus profits 
are only accidental. The liquidator’s 
duty is to convert the property of the 
company into cash and the important 
thing from his point of view is not the 
distinction between capital and income, 
but that between assets and liabilities. 
When he has discharged his duty of 
realisation, it will not be profit which 
he will have to distribute, but surplus. 
Whether that surplus was originally 
capital or income is of no significance 


— Concluded Overieaf 
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HOW CAN THE COST ACCOUNTANT MEET 
MANAGEMENT'S COST REQUIREMENTS ? 


(An Address to a meeting of the Christchurch Branch, New Zealand 
Institute of Cost Accountants.) 


By R. G. COMPTON 


I have usually found, whenever I 
have had to discuss with Management 
a problem in costing, that Manage- 
ment has been very vague about what 
it really wants. The discussion fre- 
quently develops into a lesson on the 
benefits of costing, and yours truly 
becomes a sort of salesman trying to 
sell a new type of vacuum cleaner. 

However, tonight the position is 
very different. In Mr. Blazey we have 
a representative of Management who 
not only knows what he wants, but also 
how to get it, so I shall have to be very 
careful what I say. 

I do not think you would wish me to 
go into great detail to answer any of 
the questions raised tonight but rather 
to indicate the direction in which the 
cost accountant should go in order to 
answer them. 


1. WHAT PRICE TO CHARGE? 


In this first question Mr. Blazey has 
literally “given me the works”, for a 
great part of the time of any cost 
accountant is spent in answering this 
question. Indeed at one time it was 
felt that this was all the cost account- 
ant had to do. 


However, in a few words—How can 
he answer the question? I think he 
must take the following steps :— 

1. Analyse the profit and loss account 
into functional classification of ex- 
penses—administration, selling and 
distribution. 

. Prepare a manufacturing account 
and eliminate from the trading ac- 
count all items except those relat- 

’ ing to finished goods. 

. Analyse the manufacturing account 
so that separate departmental 
manufacturing accounts can be pre- 
pared. 

A detailed analysis will be required 
of materials used, labour and 
overhead, with particular emphasis 
on the segregation of indirect ma- 
terials and labour costs. 

Study each item of Factory Ex- 
penses, and decide the best method 
of its apportionment between de- 
partments, and between machines 
or work points within a depart- 
ment. 

Decide the best method of recover- 
ing the overhead applied to each 
department, machine or work point 
(i.e., machine hour rate, labour hour 
rate, etc.). 
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and it is unlikely that the parties in- 
tended their rights in the liquidation to 
depend on that factor. 

Accordingly, the preference share- 
holders were entitled to priority as pro- 
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vided by the clause already quoted, and 
it would be wrong to imply any limita- 
tion that that priority only applied to 
assets derived from some profit which 
would have been available for dividends 
if there had been no winding up. 
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MEETING COST REQUIREMENTS — Continued 


This completes the analysis of the 
fnancial accounts, and the cost ac- 
countant must then begin construction 
of a cost statement for the particular 
item. This statement will show:— 

. The direct material cost—each de- 

partment separately. 

. The direct labour cost—each depart- 
ment separately. 

. The factory overhead cost—applied 
by one or more of the rates decided 
upon in 6 above. 

. The total of these gives the factory 
cost, to which will be added the 
share of administration cost (almost 
invariably as a percentage of fac- 
tory cost) and also amounts to 
cover selling and distribution. These 
two may also be added as a per- 
centage of factory cost, but in cer- 
tain cases it may be necessary to 
take special expenses into con- 
sideration—for example, an ad- 
vertising campaign for a_ par- 
ticular product, or special discounts 
to be allowed or commissions given. 

. The percentage of net profit to be 
added to the total of all these should 
then be decided, and the grand total 
represents the price to charge. 
Then come the questions whether 

the product will sell at that price, and 
whether price control will grant ap- 
proval. If Management says “‘No!” to 
either of these, the cost accountant 
must re-cost his figures to see the ef- 
fect on the cost of the following :— 

(a) substitute materials; 

(b) variations in design of the pro- 

duct; 

(c) different methods of manufac- 

ture; 

(d) variations in quantities for each 

“run” of manufacture; 

(e) different selling methods; and 

(f) purchasing partly manufactured 

parts from outside. 
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This is, I think, about as far as the 
cost accountant can go—it is then up 
to Management. 


2. BUDGETARY CONTROL. 


The preparation of the budget is 
very definitely the job of the cost ac- 
countant, but he must, before com- 
mencing his budget, have a clear pic- 
ture in his mind of the long-term policy 
of the Management. There are three 
principal functions with which he will 
be concerned, namely :— 

(i) Revenue, and the cost of pro- 
moting it; that is, the cost of 
marketing a finished product; 

(ii) Production; that is, the total 
cost of providing a finished pro- 
duct in a saleable condition. 

(iii) Finance; that is, the volume of 

capital required to promote the 
volume of business envisaged in 
the sales and production bud- 
gets, and the cost of securing 
that capital. The cost will be 
expressed as the rate of profit 
to be paid to the original sub- 
scribers of the capital of the 
enterprise and the cost of in- 
terest on borrowed funds, plus 
the cost of keeping the capital 
intact by the provision of re- 
serves. 

Close collaboration between manage- 
ment and cost accountant is essential 
if the final result is to mean anything. 
Subsidiary Budgets. 

Before the Master budget is com- 
pleted, subsidiary budgets must be pre- 
pared. I set out below a _ typical 
schedule which might be required in 
a complete budgetary programme for 
a manufacturing business. 

(a) Sales Budget, with supporting 
budgets of sales by customer-classes, 
products, territories, number of units 
and product-sizes, colours, models, 
and the like. 

(b) Marketing Expense Budget, 
with subsidiary budgets for such ex- 
penses as advertising, salesmen’s 
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salaries, salesmen’s commissions, sales- 
men’s expenses, sales management 
costs, distribution or transportation 
costs, and warehouse costs. These in 
turn may be broken down into sub- 
sidiary budgets, as, for example, in 
the case of advertising, in which 
separate budgets might be prepared for 
radio advertising, posters, special cam- 
paigns, newspapers, window displays 
and so forth, and also the cost of ad- 
vertising specific products as distinct 
from general publicity. 

(c) Volume of Production Budget, 
involving subsidiary budgets for stocks 
of finished products to be made avail- 
able from time to time throughout the 
year at the times and in the quantities 
needed to satisfy the budgeted sales 
demand. Subsidiary budgets will also 
be required for stocks of raw materials, 
and for budgeting financial require- 
ments. 

(d) Labour Budget: this involves 
budgeting the requirements for labour 
in accordance with the production 
schedule, so that steps may be taken 
in good time throughout the year to 
provide a sufficient labour force for 
carrying out the production budget. 

(e) Production Expenses Budget, 
which should contain a schedule of the 
separate items of expense to be in- 
curred in carrying out the budgeted 
production programme, and_ should 
specify not only the amount of expen- 
diture expected to be incurred for each 
item for the full year, but the rate at 
which each such item should be in- 
curred. This will involve distinguish- 
ing between those items of expense 
which are expended (according to their 
respective functions) in proportion to 
the volume of production and those 
which are expended with the effluxion 
of time, independently of business- 
volume fluctuations. 

(f) Administration and Finance Ex- 
pense Budget. This should be pre- 
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pared in manner similar to the produc- 
tion expense budget, that is, each of 
the items of administration and finance 
expense should be forecast for the 
whole year or other budget period, ac- 
cording to its appropriate rate of ex- 
penditure, namely, as to whether it is 
expended according to the effluxion of 
time or in relation to the volume of 
business. 


(g) Finance Budget: The finance 
budget is designed to compute the 
amount of working capital required to 
implement the sales and production 
budgets and to pay operating expenses. 

I have not attempted to explain any 
of these budgets in detail. This would 
be impossible in a paper of this length. 


3. SUMMARY OF RESULTS OR 
VARIATIONS MONTHLY. 


It is difficult to generalise in this 
case, but a schedule may well be pre- 
pared, either in quantity or value (de- 
pending on the industry), by sunm- 
marising the completed job tickets, to 
show the total production for the 
month. This should be suitably 
analyzed into either departments or 
products, and the comparison with the 
budget shown and the _ consequent 
variation. 

There is no doubt that the prepara- 
tion of graphs to show these details 
and the progress from month to month 
is of great assistance to Management. 
I find that a graph is understood far 
more quickly than a statement contain- 
ing several columns of figures. 


4,5 & 6. CONTROL OF MATERIALS, 
LABOUR and EXPENSES. 


I am taking these three questions 
together as I think they can be 
answered practically in two words— 
“Standard Costing”. 

Even if standard costing is not 
adopted in its entirety, the comparison 
of the budget and actual figures wil 
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go a long way towards giving a certain 
degree of control, but other controls 
must be instituted. In particular 
there must be— 


(a) adequate records for the control 
of materials, preferably a perpetual in- 
ventory, and adequate storage facili- 
ties for the physical control of both 
raw materials and finished goods; 


(b) good wages records with ade- 
quate analysis of labour cost, par- 
ticularly indirect labour; and 


(c) detailed functional analysis of 
expenses. 


Spoilage and wastage reports must 
be developed by the cost accountant to 
suit the particular industry. Fre- 
quently these are combined with the 
production reports; but, if not, the 
total number of units produced should 
always be shown, together with the 
ratio of spoilt to total production. 


The recording of man-hours is im- 
portant: when reporting to foremen, 
output per man will mean far more 
than cost per unit. 


For expense control the “Gantt 
Chart” is particularly useful where 
seasonal or other expected fluctuations 
tend to obscure the true variations. 


7. WEEKLY MACHINE HOURS. 


This report can be prepared from 
suitably designed time sheets when they 
have been collected by the office for the 
wage records: comparisons should be 
made with the budget; but, as weekly 
comparisons of machine hours may be 
misleading when machines are shut 
down for repairs or otherwise, a 
cumulative total should always be pro- 
vided. 


Here again graphs are particularly 
useful and the Gantt Chart will be 
found of value. 
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8. WORK IN PROGRESS REPORTS. 


The control of the work in progress 
is frequently very difficult. Where 
process costing alone is adopted the 
balance of the work-in-progress ac- 
count, supplemented by a physical 
count of the number of units in process 
at the end of the period, may be ade- 
quate for comparison from month to 
month. This may even be the case in 
job costing where the number of jobs 
is high and each job is comparatively 
small; but, where big jobs are encoun- 
tered, some further control is neces- 
sary. Some kind of daily report will 
then be required. A budget is often 
prepared showing the quantity to be 
produced daily and this is compared 
with the actual quantity produced from 
day to day. The report can be in the 
form of a daily report sent to the Man- 
agement or, as is frequently done, a 
wall chart, peg board, or Gantt Chart 
is prepared and entries made thereon 
daily. 


9. SPOILT WORK RETURNS BY 
DEPARTMENTS. 


To the extent that spoilage is normal 
and has been provided for in the bud- 
get it is not generally necessary to 
report to Management. Abnormal 
wastage should, however, be the sub- 
ject of a separate report or, as stated 
earlier, should be noted in the Produc- 
tion Report. Generally the foreman 
will examine and record spoilt work 
and include details in his report on pro- 
duction. A copy of this report, when 
costed, will be forwarded to the Man- 
agement. 

It may be necessary to specify not 
only which department is at fault, but 
also the particular machine or em- 
ployee. 

10. RECORD OF GOODS SOLD AT A 
PRICE NOT IN ACCORDANCE 
WITH BUDGET. 

The methods used to obtain this in- 
formation vary with the type of 


. 147 











MEETING COST REQUIREMENTS — Continued 


organisation and the costing methods 
adopted. 

Where the firm operates a shop in 
addition te manufacturing, goods are 
sometimes charged to the shop at bud- 
geted selling price. Sales at other 
than budgeted selling price are listed, 
showing both budget and actual selling 
price, and this list forms the report 
for Management. 

In other,cases the member of the of- 
fice staff who prices jobs must record 
all jobs where the variation from bud- 
get is material. 


11. MACHINE-HOUR RATE FOR 
NEW PLANT. 


The introduction of a new machine 
sometimes creates several costing 
problems. The cost accountant can 
easily estimate what might be called 
the “direct” overhead charges such as 
depreciation, interest and repairs, but 
the “indirect” charges such as the pro- 
portion of lighting, heating, and rent 
require a very “nice” judgment and 
once an estimate has been prepared it 
should be carefuly watched for several 
months. 

It should be borne in mind that if a 
major change in plant is made in any 
department the “indirect” overheads 
may necessitate adjustment of the 
machine-hour rates of other machines 
within the department. 


12. VOLUME OF WORK NECESSARY 
TO JUSTIFY PURCHASE OF 
NEW PLANT. 

At all times the cost accountant must 
be prepared to provide special reports 
for the Management on a wide variety 
of subjects: this is, in fact, one of his 
most important tasks. 

Generally, he is able to prepare 
special reports, only through his in- 
timate knowledge of the factory and 
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the finer details of the preparation of 
the budget. It is therefore difficult to 
answer this requirement in other than 
general terms, and I am merely indi- 
cating the points to which the cost 
accountant should pay attention in pre- 
paring his report. He should study— 

(a) any increase in machine over- 
heads— interest, depreciation, power, 
etc. ; 

(b) any saving in machine over- 
heads through eliminating old ma- 
chines ; 

(c) any savings in labour costs; 

(d) any savings through the elimina- 
tion of wastage or spoilage; 

(e) the elimination of “bottlenecks” 
with resulting savings in time taken; 

(f) possible creation of further 
“bottlenecks” where other machines 
are involved; 

(g) ability of the trade to absorb 
increased production; 

(h) possibility of changing from a 
higher to a lower grade of labour; 

(i) possibility of extra costs being 
involved through specialised servicing 
of new machine; and 

(j) adequacy of storage facilities 
needed for increased production. 

Having taken all these factors into 
account (and probably several others) 
he should be in a position to answer 
the question. 


13. EFFECT OF OVERTIME OR 
WAGE INCREASE ON COST. 

In the budget a specific amount of 

overtime will have been provided for, 

and the extra cost treated as an over- 

head expense. If the actual cost of 


overtime is accumulated weekly, and 
compared with the budget, adequate 
control can be maintained, and the ef- 
fect of extra overtime calculated. 

The budget will also provide the 
means of assessing the effect of a wage 
increase. 
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FINANCIAL ACCOUNTING & BUSINESS 
STATISTICS 


By N. F. STEVENS, B.Ec., A.A.BA. 


Senior Lecturer in Accountancy, University of Sydney. 


(Based on a Refresher-course lecture delivered to members of the Common- 


wealth Institute of Accountants, New 


(The subject is a very wide one. It 
has been necessary to select certain 
headings and to confine it to a dis- 
cussion of some points related to those 
headings. Comments will be in two 
parts, firstly, Financial Accounting, 
and secondly, Business Statistics. 
Each of these parts will be dealt with 
as a self-contained section, although in 
practice they may be closely inter- 
woven.) 


Financial Accounting. 


Main headings with which I will deal 
in the section on Financial Accounting 
are :— 


1. Accounting Records. 

2. Accounts for Management. 

3. Published Accounts. 

4. Budgeting. 

It is necessary to point out now that 
no attempt has been made to provide 
a full treatment of any of these head- 
ings, but rather certain aspects have 
been selected for discussion under each, 
and as far as practicable the points 
noted in the Productivity Report on 
Management Accounting have been 
drawn to attention in that section of 
the lecture upon which they bear. In 
fact, the comments on Financial Ac- 
counting in the report are few, as ap- 
parently there are not a great number 
of points of difference between 
American and English practice. 

In practically all cases the methods 
to which I will draw attentien may be 
applied to large and small firms alike. 
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South Wales Division.) 


There is, I fear, a widespread notion 
that a firm must be large and wealthy 
before it may enjoy the luxury of bud- 
getary control. Nothing could be more 
erroneous, and I shall feel my job has 
been well done if I can leave with you 
the conviction that such methods are 
not only for wealthy firms, but may be 
applied in varying degrees of detail to 
any concern. 


Accounting Records. 


There are three main types of ac- 
counting records, namely, manual sys- 
tems, machine systems, and punched- 
card systems. In practice a combina- 
tion of all three is sometimes found, or 
more usually a combination of hand- 
written and machine-kept records. The 
use of bookkeeping machines in Aus- 
tralia has increased very considerably 
in recent years, but up to now com- 
paratively few Australian firms have 
adopted punched-card systems. These 
are, of course, suitable only for fairly 
large enterprises, and derive most of 
their advantage where numbers of re- 
cords of dissections may be made based 
on the same set of original data. 


It may be worth while at this point 
to spend a few minutes describing the 
principles of punched-card methods. 
Imagine a luggage label about 9 in. x 
3 in. with perhaps thirty or forty ver- 
tical columns. Some of these columns 
will be numbered vertically from 0 to 9, 
whilst others will be numbered in suit- 
able form to record £ s. d. Each of 
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the thirty or forty columns represents 
one type of information, thus column 
6 may designate types of product, 
whilst column 30 represents amount. 
To turn an invoice for the sale of the 
product coded number 4 for an amount 
of £5/8/4 into a punched record means 
that a hole is punched through the 
number 4 in column 6 and the numbers 
representing £5/8/4 are punched out 
of column 30. Thus, a record is pre- 
pared which may be “read” by a 
machine which senses the holes 
punched in the card. Suitable pro- 
vision is made for verifying the punch- 
ings to guard against errors; and, 
after this has been done, the month’s 
sales would be represented by a series 
of holes in a stack of cards. Needless 
to say the information embodied in the 
cards would be far more comprehen- 
sive than the product and the amount 
of which I spoke, and would, in fact, 
include all details about which it was 
desired to extract figures. 

Up to this point no time has been 
saved, but it is from here on that a 
tremendous amount of detailed in- 
formation may be extracted from the 
cards with little effort with the aid 
of a sorter and a tabulator. The dis- 
sections of sales desired may be:— 

(a) sales by product classes; 

(b) sales in territories; 

(c) sales by representatives ; 

(d) sales by product classes in ter- 

ritories ; 
and perhaps others. If the cards re- 
presenting the month’s sales are now 
run through the sorter so that all sales 
of the same product class are grouped, 
they may then be listed and totalled in 
groups by the tabulator, which repro- 
duces in print the punchings on the 
cards fed to it and at the same time 
accumulates sub-totals and the grand 
total. A similar sorting process fol- 
lowed by listing will produce each of 
the other dissections required. When 
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it is realised that the tabulator works 
at the rate of about 150 cards a minute, 
and the sorter at many times that 
rate, it will be seen that the volume 
which may be handled is remarkable. 
As a finale to the job which may be 
done on sales dissections, let me add 
that the same cards may be used to 
post debtors’ accounts, preparing the 
statements simultaneously, and to 
enter stock records: it will be realised 
that the labour saving to be effected by 
punched-cards is very considerable, 


Utilisation of punched-card equip- 
ment is in its infancy in Australia but 
is highly developed in America. The 
Productivity Report draws attention to 
its use in the U.S.A. for preparing 
cheques which, incidentally, represents 
quite a usual method of payment of 
wages. This is almost unknown in 
Australia and is likely to remain so 
for a long time. 


As far as most of us are concerned 
hand-written or machine-kept systems 
are quite usual, whilst a combination 
of the two methods is frequently en- 
countered, particularly where most of 
the books are written up manually but 
debtors’ accounts are kept by means 
of bookkeeping machines. It is not my 
intention to pursue details of either of 
these methods, but one or two points 
warrant comment. Firstly, in hand- 
written systems, the use of a voucher 
register does not seem to be widely 
known. Some firms do apply this 
most helpful method, but it is surpris- 
ing to find the number of businesses in 
which there is no appreciation of the 
usefulness of a voucher register, par- 
ticularly when that book is used in 
conjunction with a cheque register 
enabling cheques to be typed and 4 
carbon copy of the actual cheque to be- 
come the cash expenditure record. Con- 
siderable saving in time, and sim- 
plification of filing flow from the adop- 
tion of the voucher register-cheque- 
register method, whilst further advan- 
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tages arise if short-term, e.g., monthly, 
accounts are prepared. 

The Productivity Report refers to 
the use of the cyele-billing method 
in America and the microfilming of 
sales dockets for reference purposes. 
Cycle-billing is the name given to a 
method of keeping debtors’ accounts in 
which each working day of the month 
is allotted one or more letters of the 
alphabet, so that each customer’s in- 
voices are posted to his account on the 
day corresponding with the initial let- 
ter of his name. Adoption of this 
method does much to eliminate the 
peak load of work which normally oc- 
curs following the end of each month 
when all debtors’ accounts have to be 
balanced and statements forwarded. 


Methods Differ 


A wide difference exists between 
American and Australian methods of 
payment for goods received. American 
practice is usually to pay all invoices 
promptly, many accounts being settled 
within a few days of the receipt of 
goods. This is done because of dis- 
count offered for prompt settlement, 
emphasis being placed by the purchas- 
ing firm on the desirability of securing 
the discount. Australian practice in 
most cases calls for payment on a 
thirty-day basis, i.e., at the end of the 
month following that in which the 
goods were received. This thirty-day 
basis is a fundamental reason why 
cycle-billing is unlikely to have a great 
application in Australia, as the recon- 
ciliation of accounts and payments 
between supplier and purchaser would 
be a major problem. However, two 
large retail firms in Sydney have re- 
cently changed over to cycle-billing 
for their customers’ accounts. 


It is not surprising to find from the 
report that both America and Britain 
are experiencing the same difficulty 
over high replacement costs of assets. 
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However, it would appear that de- 
preciation is written off in both coun- 
tries in the normal way, further sums 
being set aside to provide for increased 
replacement cost. This practice is 
followed in Australia also, and indeed 
seems to me to be the only real ap- 
proach to the problem without a re- 
volution in accounting practices. The 
Institute of Cost and Works Account- 
ants has recently completed a review 
of this problem and may possibly have 
some alternative ideas, but as yet their 
publication is not available in Aus- 
tralia. 


Accounts for Management. 


It is, of course, usual for trading and 
profit and loss accounts and a balance 
sheet to be extracted in every finan- 
cial year. Sometimes these statements 
are prepared semi-annually. If these 
yearly or half-yearly accounts are to 
serve their proper purpose, it is neces- 
sary that they contain full information 
regarding the firm’s operations, but 
that they be presented in such a way 
that the important points may be 
quickly grasped without clogging the 
reader’s mind with a mass of detail. 
This end may be achieved in most cir- 
cumstances by departing from the cus- 
tomary two-sided presentation of ac- 
counts and showing them instead in 
statement form. Thus, the first item 
in the trading and profit and loss state- 
ment would be sales, from which 
would be deducted cost of sales, thus 
showing gross profit. Then would 
show the totals of the various expense 
groups, such as distribution expense, 
office and management expense, and so 
on, the grand total of these items being 
deducted from the gross profit to show 
net profit before taxation. From this 
figure provision for taxation should be 
deducted to show the final result of the 
year’s operations. Details of the 
various expenses making up the total 
of each group are shown in schedule 
form on a sheet separate from the main 
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trading and profit and loss statement. 
This means that anybody reading the 
accounts may obtain a rapid apprecia- 
tion of the more important figures 
shown therein, but is not precluded 
from studying any detail he may wish 
to pursue regarding the period’s opera- 
tions. It also means that the essence 
of the accounts is presented on one 
page. 

The idea of getting a complete state- 
ment on to one sheet only may be 
adopted with advantage in balance- 
sheet construction by presenting as 
much detail as necessary in schedule 
form on a separate statement. I 
understand that this is not favoured 
by some auditors who are averse to 
signing a balance sheet where some of 
the detail is presented separately in 
schedule form, but this may be over- 
come by one means or another so that 
a concise statement of the firm’s posi- 
tion may be achieved. 


Yardstick Needed 


The year’s accounts alone naturally 
form an important set of documents, 
showing as they do the result of opera- 
tions for that period. But by them- 
selves they do not answer one vital 
question, namely, “Is the performance 
disclosed by the aceounts satisfac- 
tory?” To provide the answer it is 
necessary to have some “yard-stick” 
against which performance may be 
measured. This “yard-stick” may take 
a number of different forms. It may 
be, for example, that standard costs 
are in use, and the standards set up 
therein are naturally the basis against 
which to measure actual performance. 
If standard costs are not used, com- 
parison with budgets may provide the 
necessary measures of performance. 
If this method, too, is not available, 
comparison with previous years must 
be used in order to provide the neces- 


152 


sary measuring rod to apply to this 
year’s results. Standard costs have 
been covered in an earlier lecture in 
this series, whilst budgets will be dis- 
cussed briefly later in this lecture. It 
remains to say a few words here relat- 
ing to comparisons as, if comparison 
with previous years is to be the basis 
upon which results are judged, any 
set of accounts prepared for manage- 
ment should of necessity give all the 
information necessary to enable com- 
parisons to be made readily. One way 
to achieve this is to prepare special 
comparative statements, which should 
be regarded as an essential portion of 
a set of accounts prepared for manage- 
ment consideration. These statements 
show side by side the results for the 
current period and several (say three) 
past periods, and they thus facilitate 
an appreciation of how the most recent 
performance measures up to previous 
results. 


It is necessary that the state 
ment so prepared should set out 
a basis of comparison because com- 
parison of actual costs only may be 
misleading owing to changes in the 
level of activity and in other factors. 
One method is to reduce total cost to 
costs per unit made, (or to cost per 
unit sold, where appropriate), and if 
this can be done it provides a very 
good means of comparison. Unfor- 
tunately, however, owing to the in- 
herent requirements for the use of 
unit costs its application is rather re 
stricted, and frequently, therefore, it 
is necessary to express costs and ex- 
penses as percentages of some appro- 
priate figure. The selection of this 
figure is quite important, and where 
percentage analysis is used great care 
must be taken in drawing conclusions 
from movements in percentages. 


Time prevents me from going 
further into this matter but I shall 
summarise now what seem to me to be 
the most important aspects of yearly 
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or half-yearly accounts presented for 
management. These are, firstly, that 
the accounts be presented in such a 
way that the important information 
embodied therein may be rapidly 
grasped; secondly, that detail which 
management may wish to follow be 
available in the accounts; thirdly, that 
some means of measuring the adequacy 
of the period’s performance be pro- 
vided; and fourthly, that the figures 
be produced promptly, for passage of 
time very seriously reduces their value. 


Short-term Accounts 

Even if annual or semi-annual ac- 
counts are produced promptly after 
each balance date, it means that many 
months must have elapsed since the 
commencement of the period which 
they cover, and if nothing else is done, 
important trends and happenings may 
go undetected for some time. Natur- 
ally it is desirable to avoid this, and 
a means may be found in the produc- 
tion of short-term accounts. These 
may be on a monthly, or sometimes a 
quarterly basis, and their advantage 
is well summed up in the expression 
that they provide “news and not his- 
tory”. In most cases it is quite prac- 
ticable and very useful to provide 
monthly accounts for the information 
of management. Even though some- 
times these may not be quite accurate 
because of the necessity for basing 
them on some assumptions, they never- 
theless provide an excellent pointer to 
the direction in which the business is 
heading. Monthly accounts need not 
embody all the detail which would nor- 
mally be shown in half-yearly or yearly 
statements, but they should be pro- 
duced as far as possible in the form 
used for longer period accounts. Use 
of the “statement” form mentioned 
above simplifies this. Presentation of 
monthly accounts in round £’s on 
printed forms reduces considerably the 
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time taken in their preparation, as 
does the setting out of the firm’s 
ledger so that the accounts therein ap- 
pear in the order in which they are 
shown on the statements. As with 
longer-term accounts some yard-stick 
against which to measure each month’s 
performance must be provided, and a 
most important statement in a set of 
monthly accounts is a concise one 
showing the comparison of important 
items against the particular yard-stick 
in use, e.g., the budget. In fact, the 
great bulk of the important informa- 
tion to be gleaned from monthly ac- 
counts may be set out on this compara- 
tive statement if some care is taken 
in its preparation. 


Existence of costing is not a neces- 
sary pre-requisite to the preparation of 
short-term accounts, although the in- 
formation to be derived from well-kept 
costing records may contribute much 
to their accuracy. But if no costing 
records are kept it is usually possible 
to find some basis upon which cost of 
goods sold may be estimated with some 
degree of accuracy, and short-term ac- 
counts based on such estimates are far 
better than nothing at all. In this 
connection I draw attention to the com- 
paratively simple matter of recording 
the cost of each sale in a merchandis- 
ing business to enable an accurate figure 
for cost of sales to be determined for 
use in short-term statements, and also 
as an overall means of stock check, 
where detailed stock records are not 
kept. 


Published Accounts. 


Until recent years there has been in 
Australia an almost universal belief 
that the published accounts of public 
companies should show the barest 
minimum of information required to 
be disclosed by the particular Com- 
panies Act in force. Many companies 
still subscribe to this notion, and as a 
result the usual profit and loss account 
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and balance sheet presented to share- 
holders is a very brief and uninforma- 
tive document. In lectures at another 
institution I have been in the habit of 
classifying published balance sheets as 
“bad”, “usual form” and “enlight- 
ened”. No difficulty was ever experi- 
enced in obtaining plenty of samples 
of badly presented accounts in which 
it was practically impossible for the 
reader to glean any information what- 
ever regarding the company’s opera- 
tions. Accounts classified as “in the 
usual form” were very brief in the in- 
formation which they gave, but what 
information existed was readily ascer- 
tainable from the figures presented, 
and the previous year’s results were 
usually shown to enable comparison. 


Good Presentation 


Of late years, however, an increasing 
number of concerns has made a prac- 
tice of presenting annual results in an 
attractive and informative manner, 
and quite a lot of thought has obviously 
been given to means of making the 
statements intelligible to those not 
versed in accounting methods. Indi- 
cative of this are the various methods 
adopted for balance-sheet presentation 
which depart from the conventional 
idea of liabilities on the left-hand side, 
and assets on the right-hand side. 
Some companies even go to the extent 
of setting out their balance sheet in a 
descriptive form, using such terms as 
“This is what we own, from which 
must be deducted what the company 
owes to outsiders’, and so. There is 
no doubt in my mind that the presenta- 
tion of published accounts in an attrac- 
tive and informative manner has real 
value to the company concerned. The 
desirability of catering for employee 
interests in the firm should not be lost 
sight of, and it appears to be a grow- 
ing practice to make copies of pub- 
lished accounts available to employees. 
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In some cases a special section of the 
accounts is devoted to presenting the 
particular information in which em- 
ployees are likely to be interested in 
a manner which they will readily 
understand. Much can be done in this 
way to break down the notion of tre- 
mendous profits earned for share- 
holders, and to point out the fact that 
wages paid to employees represent 
many times the amount of profit 
earned. In my opinion a full realisa- 
tion of this by employees and trade 
unions would considerably help in im- 
proving industrial relations and mak- 
ing for greater co-operation between 
employees and management. 


The report to which these lectures 
relate draws attention to the high stan- 
dard of disclosure in annual reports of 
American public companies. This high 
standard has been made fairly general 
by the requirements of the Securities 
and Exchange Commission, which has 
wide powers and responsibilities in 
connection with such matters. It is 
worthy of note that many of the Com- 
mission’s requirements were not will- 
ingly accepted in the first place by 
companies, particularly the require- 
ment which necessitated the disclosure 
of sales and cost of goods sold. How- 
ever, this seems to be an accepted 
practice now, and the report points out 
that it is common for much more in- 
formation than this to be given, such as 
quantities of output, percentage of pro- 
fit to sales, the number of employees 
engaged in production, employees aver- 
age earnings and much other informa- 
tion which is rarely, if ever, found in 
Australian company reports. 


It may be of interest at this stage 
to give a brief outline of the activities 
of the American Securities and Ex- 
change Commission. The Commission 
was created under authority of the 
Securities Exchange Act of 1934, and 
administers the Securities Act of 1933. 
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Other Acts administered by the Com- 
mission are :— 
1. Public Utility Holding Company 
Act 1935. 
2. Trust Indenture Act 1939. 
3. Investment Company Act 1940. 
4. Investment Advisers Act 1940. 


The general purpose of the statutes 
administered by the Commission is to 
protect the interests of the public and 
investors against malpractices in the 
securities and financial markets. Thus, 
the laws require public disclosure of 
important facts concerning new offer- 
ings to the public, and securities listed 
on exchanges; regulation of trading in 
securities on exchanges to eliminate 
abuses; enforcement of sanctions 
against companies and persons guilty 
of frauds, manipulations and other 
violations; some supervision of pub- 
lic-utility companies; supervision of 
the activities of investment companies 
engaged in the purchase or sale of 
securities, and elimination of abuses 
in the conduct of their businesses; re- 
gulation of the activities of investment 
advisers who render security-advisory 
service to others, and performance by 
the Commission of advisory service to 
courts in re-organisation proceedings 
for bankrupt companies. 

The Commission consists of five 
members appointed by the President 
for five-year terms. An expert staff 
of lawyers, accountants, engineers, etc., 
is employed, and regional offices are 
located in ten cities. The three main 
operating divisions are :— 

1. Corporation Finance. 

2. Public Utilities. 

3. Trading and Exchanges. 


Various Federal Acts provide that is- 
suers of securities publicly offered for 
sale must file registration statements 
with the Commission, which state- 
ments must contain information needed 
by investors. It is unlawful to sell 
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securities in interstate commerce or 
through the mails without registra- 
tion. The Commission investigates the 
purchase and sale of securities through 
misrepresentation or other fraudulent 
devices. Provision is also made for 
the filing of registration applications, 
and annual and other reports by com- 
panies whose securities are listed upon 
exchanges. These must contain finan- 
cial and other data prescribed by the 
Commission for the information of the 
investing public, and mis-statements 
or omissions are grounds for suspen- 
sion or withdrawal of the subject 
security from exchange trading. Pro- 
visions exist to prevent the unfair use 
of inside information for personal pro- 
fit. Certain controls are also provided 
over debentures, public utilities, invest- 
ment companies and investment ad- 
visers. 

From the foregoing it will be seen 
that some activities of the Commission 
have their counterpart in State Regis- 
trars of companies, but that others are 
unrepresented in the Australian scene. 
But the differences lie more in the stan- 
dards set than in the ground covered, 
particularly as far as disclosure of in- 
formation is concerned. 


To conclude this section of published 
accounts it may be of interest if I read 
portions of a form of audit certificate 
prepared for the Australian subsidiary 
of an American company. Through 
this an appreciation may be gained of 
the much more detailed information 
regarding scope and conduct of audit 
which must be furnished in the U.S.A. 
Pertinent extracts are:— 

“In conducting the audit I have 
made a complete and detailed audit of 
the whole of the financial transactions 
of the company, and have tested the 
production and stores records of the 
company to the extent I deemed neces- 
sary. My examination was made in 
accordance with the generally accepted 
audit practice in Australia, and in- 
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cluded all procedures considered neces- 
sary.” 

It will be seen from the information 
given in that extract that members of 
an American company are much more 
fully informed regarding the work car- 
ried out by the auditor, and as a result 
are in a far better position to judge 
the reliance which they should place 
on the figures presented to them. 

Again— 

“In my opinion the company has 
consistently followed accepted account- 
ing principles in determining the ac- 
counts.” “I am further of opinion that 
the profit and loss statement and sup- 
porting schedules fairly represent the 
result of operations for the year ended 
30th October, 1951.” 

Both of these extracts illustrate 
points upon which it is not normal for 
Australian auditors to comment speci- 
fically, but by their incorporation in 
American audit reports they, of neces- 
sity, draw attention to any divergen- 
cies from laid-down practices, and also 
clearly place upon the auditor respon- 
sibility for expressing his opinion of 
the fairness of the profit and loss 
statement. 


Budgeting. 

This subject was dealt with in the 
lecture on cost accounting, but I would 
draw your attention to its value to 
those firms which do not necessarily 
have a costing system. Until recent 
years it was common for those con- 
cerned to gather round and wait with 
bated breath while the final additions 
of the stock sheets were made, for 
only upon their completion was it pos- 
sible to know how the firm had fared. 
Happily, two methods are available to 
avoid the suspense. The first of these 
is the preparation of monthly or other 
short-term accounts to which reference 
has already been made. The informa- 
tion yielded by these _ statements 
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enables management to keep a con- 
tinuous check upon results and the 
direction in which finances are head- 
ing. The other tool of management 
which is receiving increasing attention 
in Australia is budgeting. This nor- 
mally embraces the preparation of both 
trading and financial forecasts in re 
spect of future periods. 


The length of the future period 
covered by budgets differs in various 
firms. In the lecture on cost account- 
ing attention was drawn to the fact 
that some American firms make long- 
range projections for three or five 
years ahead. These “Strategic Bud- 
gets” form the basis of long-range 
planning, and a striking example was 
given of the value of such budgets, 
But, in addition to this, a short-range 
budget forecasting the forthcoming 
year was the basis of current opera- 
tions. In my experience budgeting is 
the exception rather than the rule in 
Australia, at least as far as small and 
medium-sized firms are concerned, and 
in most cases where budgets are pre 
pared they are of the “tactical” 
variety. Needless to say, in _ these 
times of rapidly-changing price levels 
and business conditions, the need to 
revise budgets is not infrequent, but 
this does not nullify the two funda- 
mental advantages of budgeting. These 
are that it enables the firm’s course to 
be charted in advance, and also serves 
as an excellent yard-stick against 
which to measure performance, as on 
the adoption of a budget it may be re 
garded as the blue-print to which per- 
formance for a forthcoming period 
should conform, and divergences there- 
from should be clearly brought t 
notice to enable corrective action. 


It is not my intention to embark on 
a discussion of the ways and meals 
of preparing a budget, but at the risk 
of being trite I draw attention to the 
fact that budgets should be prepared i2 
the form in which annual and monthly 
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FINANCIAL ACCOUNTING — Continued 


accounts are presented, as if this is 
done they are readily adapted for com- 
parison with actual results achieved, 
and also are more easily understood 
and assimilated by management. 
When a budget has been prepared it 
should be broken down into smaller 
portions to correspond with the periods 
over which short-term accounts are 
produced. Thus, if it is the practice 
to prepare monthly accounts, trading 
and financial budgets for the half- 
yearly period should be broken down 
into six separate monthly parts, so 
that when the accounts for say, 
October, are prepared, there is some 
existing standard with which perform- 
ances may be measured. Upon the 
basis of the budgeted figures for any 
particular month a brief but informa- 
tive comparative sheet may be ex- 
tracted, showing how actual perform- 
ance for that month measured up with 
expectations, and also giving reasons 
for divergences. This probably repre- 
sents the most important statement in 
a set of short-term accounts, as it sets 
out variations from the firm’s charted 
course, thus making it possible to take 
prompt action to rectify undesirable 
movements. 


Where both trading and financial 
budgets are prepared, it is axiomatic 
that they should be tied together so 
that each tells its particular part of 
the same story. Thus the preparation 
of a budgeted balance sheet is but the 
logical conclusion to what has gone 
before, but, strangely, is something 
which is frequently not pursued. Not 
only will the putting together of the 
trading and financial budgets to ar- 
rive at the balance sheet ensure that 
they are properly integrated, but it will 
throw out information not  ap- 
parent from either of the two budgets. 
For example, neither will show the in- 
vestment in stocks and debtors at the 
end of the budget period; and, whilst 
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the trading results and the cash posi- 
tion disclosed by the budgets may be 
acceptable, the balance sheet may dis- 
close that an uneconomic investment 
in stocks is envisaged. 

I conclude this section of my com- 
ments by emphasising that production 
of the information mentioned is by no 
means beyond the range of practically 
all firms. I revert to my earlier com- 
ment on the well-held notion that the 
preparation of short-term accounts and 
budgets is beyond the capacity of small 
firms, and is too costly to enable them 
to indulge in such luxuries. It is up 
to professional and commercial ac- 
countants to see that this mistaken 
view is corrected. The benefits to be 
derived are almost inestimable, par- 
ticularly as it appears that the days 
of easy money and assured profits are 
over. But to place these tools in man- 
agement’s hands means that we ac- 
countants must take a lively interest 
in these things, keep abreast of de- 
velopments and ensure that we are 
capable of producing the information 
which is becoming more vital each day. 


Business Statistics. 


I now turn to the next section to be 
dealt with — Business Statistics. The 
Report on Management Accounting de- 
votes several pages to this subject and 
commences by pointing out that 
American management is familiar with 
and well versed in statistical method, 
as the subject is included in prac- 
tically all courses of training which 
management students undertake. 
The Report comments on the wide 
use of statistics for budgeting and 
planning and points out that these 
are drawn from three sources: (a) in- 
ternal statistics; (b) industry statis- 
tics, and (c) national and international 
figures relating to the general economy. 

Internal statistics relate to the firm’s 
own activity and cover such things as 
production, sales, wages, overheads, 
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etc. These are normally available 
from accounting and other records and 
are seldom specially collected. 

Industry statistics are collected by 
trade associations and Government 
bodies. Some 400 trade associations 
collect statistics, although in prac- 
tically all cases the figures relate only 
to members’ firms and do not account 
for the results of non-members. 

Government statistics are collected 
by Government agencies and are re- 
garded as very reliable. The report 
treats these in some detail and dis- 
cusses a number of departments which 
prepare them and lists many different 
figures produced. 

If we examine these three classes of 
statistics as found in Australia, it is 
quickly evident that, broadly speaking, 
we are as well provided as America 
with internal statistics, although the 
fact that accounting techniques are 
more highly developed in that country 
means that more detailed and reliable 
data is available. 

As far as industry statistics are 
concerned, this country lags far be- 
hind, as few trade associations make 
any effort to prepare such figures and 
further, uniform accounting in an in- 
dustry is practically unknown in Aus- 
tralia. However, the Productivity 
Report points out that owing to the 
exclusion of figures from non-member 
firms, most of the industries must rely 
on Government agencies for complete 
and reliable statistics. Thus, the lack 
of industry figures in Australia is, 
comparatively, not a severe handicap. 

Turning now to Government statis- 
tics, I draw attention to the list of 
statistical publications in New South 
Wales shown in Appendix A. The 
N.S.W. Bureau of Statistics and 
Economics was kind enough to provide 
the information for the list, which ob- 
viously indicates a very wide coverage 
of business statistics. With the assis- 
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tance of an officer of the Bureau, I was 
able to ascertain that three only of 
the statistical headings mentioned in 
the Report are not covered by figures 
regularly published in New South 
Wales. Thus the conclusion that Aus- 
tralian business is nearly as well pro- 
vided with statistics as American busi- 
ness seems quite justified. 


If statistics are readily available in 
this country why is it that they are 
so little used? I think the answer lies 
in three directions: firstly, a general 
lack of appreciation of statistics and 
lack of knowledge of statistical tech- 
niques; secondly, lack of long-range 
planning based on careful projections, 
and thirdly, arising from the first two, 
lack of knowledge of the availability of 
the necessary figures. I hasten to add, 
however, that several factors are 
operating to fill the gaps mentioned 
above. This Institute and other bodies 
require at least an acquaintance with 
statistical method for examination pur- 
poses, whilst some data collected and 
collated in recent years has had a 
marked effect on the application of 
statistics to long-range planning. | 
refer to the periodical surveys of pro- 
jected expenditure upon capital equip- 
ment conducted by the Commonwealth 
Statistician. These created quite a lot 
of interest, and the forecasts of pro- 
jected expenditure were used as the 
basis of future plans in more than one 
instance. 

One thing must be borne in mind. 
If further statistics are to be available, 
firms must be prepared to contribute 
the data from which they are compiled. 
In the course of seeking the informa- 
tion for this section of the lecture it 
became quite evident that one of the 
most difficult tasks of the Statistician 
was to collect data, even in those few 
cases where it is statutorily necessary 
to provide it, and also that frequently 
the information supplied was unre 


— Concluded on Page 181 
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OFFICE MANUALS — 


THE PRINCIPLES OF 


THEIR CONSTRUCTION 


By H. G. DIXON, F.A.S.A. 


(A Paper read to, and discussed by, the Secretarial Practice 
Research Group of the Victorian Division, Federal Institute of 


Accountants.) 


N MY experience the term “Office 

Manual” has been used to describe 
a manual in which is set out a sample 
of every form and book used in the 
organisation for which such manual is 
prepared, and under each sample form 
there is a detailed explanation as to why 
and how such form should be used. 

The preparation of an office manual 
of this kind necessitates a considerable 
amount of work on the part of the com- 
pany secretary or accountant who has 
the responsibility of preparing it, be- 
cause it is usually found there are far 
more forms and systems in use than 
the secretary or accountant had real- 
ised. My experience has been that 
firstly, I have had to find out what 
many minor forms were used for, be- 
cause I had more or less forgotten their 
existence; and, secondly, in many in- 
stances I found that forms and systems 
introduced years before were not now 
really suitable because of changed con- 
ditions, and could either be abolished 
or considerably simplified. 

The principles to be followed in the 
construction of an Office Manual, as I 
understand it, are: 

1. The manual should enable any 
person, by referring to it, to ob- 
tain a quick understanding of the 
forms in use in any particular 
organisation, and why and how 
they are prepared. 

. The manual should contain a 
sample of every form used in the 
organisation. 

. Such forms should be classified in 
proper sequence, so that any sub- 
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sequent forms, entries, etc., fol- 
low in logical order up to the final 
entries in the books of account 
or other final records. 

Under each form there must be 
a brief but detailed explanation 
as to how the form is used, why 
it is used, and to whom or to what 
section it should be passed when 
complete. 

A complete index is also essential 
to facilitate reference to any form 
or system. 


It would seem logical to follow on 
these principles with some reference to 
practical preparation. Here the first 
difficulty is in obtaining a _ suitable 
binder to contain all the sample forms. 
This is indeed a difficulty, because the 
first decision to be made is whether to 
use a loose-leaf type of binder or a large 
book of the type used for pasting in 
advertisements and newspaper cuttings. 
The loose-leaf binder has the advantage 
that, when any change of system is 
made and a new form introduced or an 
old form altered, it is much easier to 
make the alteration in the office man- 
ual. On the other hand, if the large 
bound book is used, some difficulty is 
experienced in making alterations, and 
after a considerable number of years it 
becomes necessary to prepare a new 
manual. 

The first office manual of this type 
prepared by me was back in 1931. I 
then used the large bound book, past- 
ing in each sample form and a type- 
written explanation of each: the finish- 
ed product was most impressive, but 
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one difficulty was that its size and 
weight made it cumbersome to use. 

At that time a reorganisation was in 
progress and all existing office systems 
were being overhauled and revised, new 
systems being introduced with conse- 
quent new forms. For the first couple 
of years this office manual was con- 
stantly and frequently used by the men 
in charge of the various sections of the 
Office, but gradually they ceased refer- 
ring to it, and whilst all new male mem- 
bers of the staff were instructed to 
read and study it, I found that use and 
reference to it was honoured more in 
the breach than in the observance, and 
it tended to remain on a shelf in the 
strongroom collecting dust. 

Finally we reached the stage where 
the many alterations which had occur- 
red over the years made it essential 
that either a new revised manual be 
prepared or the whole idea scrapped, 
and early last year I decided that, so far 
as our particular organisation was con- 
cerned, this type of office manual could 
be scrapped. 

Now to deal with the other type of 
office manual, which is more commonly 
known as “STANDARD PRACTICE.” 

The principles underlying the pre- 
paration of a Standard Practice are— 
Firstly, it is prepared for the purposes 
of acting as a complete and final book 
of references in which is explained the 
policy and standing instructions of the 
company in regard to all matters which 
can be covered in such a manual and 
which should be known to all members 
of the staff. 

Secondly, it must be properly indexed 
and be in such form that it can readily 
be altered from time to time when 
policies change and new standard in- 
structions are issued. 

In view of the necessity of being able 
to alter this manual from time to time, 
it is obvious that a loose-leaf binder 
is the only practicable container for it. 
As it is essential that copies of the 
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Standard Practice must always be 
readily available in every section of the 
organisation, the best plan is to have 
the sheets duplicated at the time the 
first Standard Practice is prepared. 

A Standard Practice of this nature 
is absolutely essential when all sections 
of an organisation are not contained 
under one roof: in our case, with 
branches in every State this book has 
proved invaluable to new branch mana- 
gers and new members of our branch 
staff, particularly in post-war years. 

In theory, when an organisation is 
using a Standard Practice all changes 
in policy when made, or new standing 
instructions when issued, should be in- 
corporated in every copy of the Stand- 
ard Practice. In practice it does not 
work out that way because, generally 
speaking, when any changes are made 
they have to be brought into effect im- 
mediately, and detailed instructions 
and a fairly lengthy explanation are 
often necessary, whereas, in the Stand- 
ard Practice, conciseness and brevity 
are essential to prevent them from be- 
coming too voluminous and unwieldy. 

In our organisation, to overcome this 
difficulty, we issue circular letters 
which are retained in all sections of our 
organisation on what is termed 4 
“Special Circular Letter File.” At peri- 
odic intervals such circular letters are 
studied at head office, and where neces- 
sary a page of Standard Practice is re 
written and the new page is issued to 
replace the old page, which is then re- 
moved from all copies of the Standard 
Practice and scrapped. 

However, pressure of events in the 
last few years and the constant chang- 
ing of conditions in our business have 
prevented the Standard Practice being 
revised: so, until time permits us t0 
bring it up to date, reference is made to 
both our Standard Practice and our 
circular letter file. 

Such a situation is not to be recom- 
mended, because it definitely results 0 


— Concluded on page 18° 
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CURRENT PROBLEMS DISCUSSED IN 
OVERSEAS JOURNALS 


(More of A. A. FITZGERALD'S Commentaries on important Articles in Overseas Journals) 


THE PROBLEMS OF ACCOUNTING 
FOR STOCKS 

Accounting for stock-in-trade is ob- 
viously closely associated in many re- 
spects with the problems of price-level 
changes in relation to accounting. Im- 
portant articles on aspects of this topic 
are :— 
The Accountant— 

14th July, 1952: The LIFO Method 
of Stock Valuation: C. D. Hellyar. 

6th December, 1952: Leading article 
on a case in which the Court of 
Excheque accepted the LIFO 
method of stock valuation for taxa- 
tion purposes. 

National Association of Cost Account- 
ants’ Bulletin— 

February, 1952: Past Usage of In- 
ventory Control: Newton I. Steers, 
Jun. 

July, 1952: Techniques for Control 
of Finished Goods Inventory: 
B. H. Sembler. 

Control of Parts Inventories at 
Sales Branches: Paul T. Sherwood. 

September, 1952: Group discussion 
(Group leader, H. T. McAuly) on 
LIFO techniques. 

October, 1952: A Planned Physical 
Inventory: Russell W. Hardy. 

November, 1952: The Base Stock 
and LIFO Inventory Methods: 
E. G. Garson. 

Will your LIFO Plan Stick?: 
Henry J. Giard. 
LIFO Dollar Method—An Applica- 
tion: J. W. Kercher. 

The Internal Auditor— 

June, 1952: Valuation of Inven- 
tories: Robert M. Trueblood. 

The Canadian Chartered Accountant— 

December, 1951: The Auditor’s Re- 
sponsibility for the Validity of the 


The Australian Accountant, Apnl, 1953 


Inventory Figure (Bulletin No. 7 
of the Committee on Accounting 
and Auditing Research of the 
Canadian Institute of Chartered 
Accountants). 

The Cost Accountant— 

March, 1952: Stores Control and 
Stock Evaluation in Practice: 
J. W. Fewlass. 

MANAGEMENT ACCOUNTING 

A great variety of important articles 

on aspects of management accounting 
is noted under this heading. 
The Journal of Accountancy— 

April, 1952: Accountants’ Reports 
Should be Written with Prime 
Consideration for their Use by 
Management: Wilfred Reetz, Jun. 

June, 1952: The Control Function of 
the Accountant as an Indispens- 
able Part of Management: W. J. 
Vatter. 

September, 1952: Financial Organiz- 
ation to Permit “Management by 
Exception” to Operate Effec- 
tively: F. R. M. de Paula (extracts 
from Mr. de Paula’s Congress 
paper). 

The Canadian Chartered Accountant— 

September, 1952: The Accountant in 
Industry (a Congress paper): 
George Moller. 

The New York Certified Public 
Accountant— 

February, 1952: Book Publishing 
Accounting: James J. O’Donnell. 

March, 1952: Three articles on tex- 
tile costing for cost acountants— 
An Accountant’s First Visit to a 
Textile Weaving Mill: Sidney C. 
Fried. 

Cost Procedures for a _ Textile 
Weaving Mill: David Grossberg. 
Are Standard Costs Practicable 
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in a_ Textile 
Charles G. Johns. 

April, 1952: A Case Study of Budget 
Development for a Manufacturer: 
Theodore R. Pleim. 

Reports of Accountants — Their 
Problems and Clarification of Ter- 
minology: Gordon N. Hill. 

May, 1952: Accounting Procedures 

in the Book Publishing Industry: 
Charles Margolin. 
Some Accounting Problems of 
Smaller Newspapers and Similar 
Publications: Herbert H. Schuel- 
ler. 

June, 1952: Motor Carrier Account- 
ing—An Outline of the I.C.C. 
Accounting Regulations: Paul 
Safro. 

The Problems of the Motor Car- 
rier Accountant: Joseph L. Mehr. 

October, 1952: Accounting for Maga- 
zine Publishers: Reinhold Dreher. 


The Cost Accountant— 

February, 1952: The Problems of 
the Expanding Business—a series 
of three articles on— 

The Personnel Problem: A. F. 
Stewart, 

The Production Problem: F. G. 
English, 

The Financial and Accounts Prob- 
lem: W. Coutts Donald. 

August, 1952: Cost Reduction: A. D. 
Mackay. 

September, 1952: Accountant’s Re- 

sponsibility in Planning: J. S. 
Knight. 
First Thoughts on the new Ter- 
minology of Cost Accounting (com- 
ments on “Terminology of Cost 
Accounting”, published by The 
Institute of Cost and Works Ac- 
countants): A. Rivers. 

October, 1952: Factory Administra- 
tive Procedures and Their Rela- 
tion to Financial Control: C. E. 
Sutton. 


Weaving Mill?: 


Costing and Management in the 
Small Firm: J. L. Hilton. 

November, 1952: Some Aspects of 
Financial Control: L. Frankland. 
Costing for a Property Holding 
Company: A. H. Taylor. 

December, 1952: The Cost Account- 
ant’s Relations with Management 
and Men: F. C. Lawrence. 

Cost and Management— 

March, 1952: Cost of Castings—The 
Fallacy of Averages: Norman 
Terry. 

April, 1952: A Method for Keeping 
Selling Prices More _ Closely 
Abreast of Cost Trends: J. B. 
Craig. 

May, 1952: Bridging the Gap be- 
tween Accounting and Manage- 
ment: P. W. Wright. 

June, 1952: Increment Costing— 
Special Costs for Special Needs: 
W. J. Elliott. 

October, 1952: Management of To- 
day’s Working Capital: Donald 
R. Paton. 

Managing To-day’s Merchandis- 
ing Dollar: Nick Abramsen. 
Minimum Cost Controls: 
borne H. Johnson. 

The Accountant— 

29th March, 1952: Quo Vadis? Has 
the Accountant a Direct Contribu- 
tion to make to Increased Produc- 
tivity? (an address delivered in 
Australia): F. R. M. de Paula. 

12th, 19th, and 26th April, 1952: 
Management Control Accounting 
with Special Reference to the 
Brewery and Bottling Industry: 
Harry Dugdale. 

26th July, 1952: The Profit Ratio: 
Normal Capacity the Governing 
Factor: T. S. McAlpine. 

9th August, 1952: Four-Weekly 
Financial Accounting — Adoption 
of the 52-week Accounting Year: 
L. Hardy. 

lst November, 1952: Airline Ac- 
counting—Some Special Features: 
J. F. Dempsey. 


Clair- 
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CURRENT PROBLEMS — Continued 
29th November, 1952: An Approach 


to Management Accounting: The 
Principles of Management: Sir 
Hugh Beaver. 


The Accounting Review— 


April, 1952: Cost Accounting for 
Motor Freight Terminals: Val B. 
Lehnberg. 

Report of the Commitee of the 
American Accounting Association 
on Cost Concepts and Standards. 
The Break-even Chart: William L. 
Fill. 


July, 1952: Accounting Leadership 


and Responsibilities in Industry: 
Fladger F. Tannery. 


October, 1952: Some Accounting 


Limitations of Statement Inter- 
pretation: Lloyd F. Morrison. 


National Association of Cost Account- 


ing Bulletin— 

February, 1952: Past, Present and 
Future Costs Have Different Uses: 
John G. Larson. 

Weekly Expenses Control can be 
Practical—a case study: Richard 
J. Halloran. 

Daily Postings Give us Fingertip 
Cost Control: Kenneth A. Boos. 
Integrated Procurement and Pro- 
duction: Peter H. Simon. 

Seven Basic Reports on Produc- 
tive Operations: Robert F. Nel- 
son. 

Techniques for Effective Report- 
ing to Management: E. A. Carl- 
son. 

March, 1952: Construction Account- 
ing in a Decentralized Company: 
L. L. Kramer. 

The Plus in Accounting is Inter- 
pretation: W. M. Rodman. 
Budgetary Control in a Research 
and Development Company: Wil- 
liam Francis O’Brien, Jun. 
Making Light Work of Accounts 
Payable: Raymond Graeca. 

What Payroll Method—Manual, 
Machine or Mixed?: L. I. Asher. 
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April, 1952: Applying Burden by 


Production Factors: James H. 
March. 

Accounting Treatment of Vacation 
Wages: R. H. Armor. 

Production Control and the Con- 
troller: John O. Tomb. 

A Production Planning Procedure: 
L. T. Konopak. 

Cost Practices of Twenty Grain 
Processors: Harlan White. 
Preparation of Branch Office 
Manuals: A. C. Ackerman. 


June, 1952: Cost Accounting in 


Sound Business Decisions: Wil- 
liam E. Arnstein. 

Reports through the Eyes of Man- 
agement: W. L. Lewis. 
Management Needs Facts — and 
Vice Versa: Stanley F. Banas. 
Seven Budgets Make a Budget: 
William S. Vaughn. 

Co-operative Control of Research 
Costs: James D. Willson. 

Sales Territory Cost Control: 
Sebert Schneider. 

The Accountant’s Part in Market 
Development: J. S. Ebright. 

A Practical Approach to Forms 
Control: P. M. Grieve. 
Techniques for Forms Study: 
Roger Rush. 


July, 1952: The Accountant in In- 


dustry (a Congress paper): Clin- 
ton W. Bennett. 

Selecting and Training Industrial 
Accounting Staff: Donald E. Chap- 
man. 

A Cost Reduction Department— 
When and How?: F. W. Wagner, 
Jun. 

A Study in Materials Control: Wil- 
liam A. Muller. 

Industry Accounting Manuals To- 
day: Donald G. Mackenzie. 
Symposium on Maintenance Cost 
Control: Earl V. Hopton, Charles 
W. Powell, Earle N. Martin, Sen., 
Harold W. Albrecht, Rolland P. 
Rice and Charles G. Burdette. 
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August, 1952: How to Use Standard 
Costs: John Pugsley. 

Cost Accounting Potentials of 
Statistical Method: C. E. Noble. 
Counter-Attacking Direct Labour 
Variances: Joe Winters. 

A Battery of Labour Efficiency 
Reports: Rolfe Wyer. 

The Analysis of Manufacturing 
Cost Variances—NACA Research 
Series No. 22. 

Record-Keeping for Wage and 
Salary Stabilization: Ray M. 
Suter. 

The du Pont Chart System for 
Appraising Operating Perform- 
ance: C. A. Kline, Jun., and 
Howard L. Hessler. 

September, 1952: A Half Century of 
Cost Accounting Progress: J. 
Hugh Jackson. 

Is There a Doctor of Business in 
the House?: N. A. Coan. 

Profit Analysis for the Magnet 
Wire Industry: G. L. Faulkner. 
Beneficial Costing for Milk Pro- 
ducts: Robert W. Cherry. 
Multiple-Base Burden Allocation 
in a Paint Company: J. R. Raeder. 
Action Reports for a Magazine 
Wholesaler: W. K. Tarrant. 
Standard Costs in a Hosiery Mill: 
C. R. Pincsak. 

The Calculation of Variances: 
NACA Research Staff. 

Improving Accounting Department 
Effectiveness through Better 
Methods: Richard F. Neuschel. 
Improving Accounting Department 
Effectiveness through Organiza- 
tion Administration and Training: 
H. A. McKinnon. 

Group discussion (group leader 
E. W. Kelley)—Distribution Cost 
Analysis. 

October, 1952: Ten Vitamin B’s in 
Business: John W. Conrad. 

A Job Evaluation Procedure: 
Robert A. Smith. 


How to Devise an Employee Sug- 
gestion Plan: C. G. White. 
Seasonal Financing Through Field 
Warehousing: V. L. Amato. 
Timekeeping for Incentives and 
Process Control: G. R. Myers. 
Bringing Delivery Route Costs 
Under Standards: W. D. Holds- 
worth. 

A Cost System for a Chemical 
Plant. 

November, 1952: Cost Accounting in 
a Research Organization: Allan 
L. Spurr. 

Many Techniques Combine for 
Good Cost Control: R. A. Powell. 
Handling Occasional Custom Work 
Free of Fixed Burden: R. Sauber. 


The Controller— 


April, 1952: Operation Critical—Is 
Your Company Prosperous—but 
Broke?: Edward W. Buge. 
Penny Elimination: Robert H. 
Birkhold. 

Standard Time Data for Clerical 
Performance Standards: Paul B. 
Mulligan. 

The Board of Directors and Busi- 
ness Management: Melvin T. Cope- 
land and Andrew R. Towl (a 
digest of a Controllership Founda- 
tion Book). 

April, 1952: The Impact of Budgets 
on People: Walter B. Gerould. 
May, 1952: Penny Elimination in 
Accounting Records: E. C. Jordan. 
How the C. & O. (Chesapeake and 
Ohio Railway) Operates its Finan- 
cial Instrument Panel: John E. 

Kusik. 

June, 1952: Battling the “Over- 
head”: L. W. Garner. 

Graphic Control Reporting: Nor- 
man N. Barish. 

July, 1952: Establishing and Con- 
trolling the Goals of Business: 
Harold H. Scaff. 

September, 1952: Impact of Time 
and Study Methods on Pricing and 
Unit Costs: D. H. Dalbeck. 

(More CURRENT PROBLEMS next month) 
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NEWS AND NOTES 


Visit of Professor Mary E. Murphy. 

The Council has pleasure in an- 
nouncing that a series of lectures has 
been arranged in conjunction with the 
Commerce School of the University of 
Melbourne to be delivered by Professor 
Mary E. Murphy who is at present 
visiting Australia from the United 
States of America under the benefits 
of a Fulbright Scholarship. Professor 
Murphy will also deliver the First 
Annual Research Lecture of the So- 
ciety in the University of Melbourne. 
Further details of Professor Murphy’s 
visit to Melbourne, which will cover a 
period of six weeks from the 29th June 
1953, will be forwarded to members at 
a later date. 

Luncheon Meeting. 

Professor R. D. Wright, Professor of 
Physiology, University of Melbourne, 
addressed members and guests of the 
Division at the Second luncheon meet- 
ing held at the Victoria Limited on 
Tuesday, 10th March 1953. He spoke 
on the subject “Medical Trends in 
Figures”. Professor Wright’s address, 
although spiced with humour as the 
title suggests, also included some very 
interesting statistics regarding medical 


progress during the past few years. 
The interest which the Professor 
aroused in his subject was illustrated 
by the rapt attention of the large au- 
dience. In the absence of the State 
President, Mr. J. R. Barber, State Vice- 
President, moved a vote of thanks to 
Professor Wright which was carried 
with acclamation. 


Establishment of Branches. 

The Council of the Victorian Division 
is pleased to report that Branches have 
been established in Ballarat, Bendigo 
and Geelong and that arrangements 
are being made to establish an addi- 
tional Branch in the Yallourn-Moe- 
Morwell area as soon as possible. In 
the three first-mentioned centres, the 
Branch Councils have been constituted 
and Branch Secretaries appointed. It 
is intended to conduct a social evening 
in each of these centres in the near 
future. 


Social Evening. 

The Council has made the necessary 
arrangements for a social evening of 
members of the Division to be held in 
the Lower Town Hall on 28th April, 
1953. An interesting and varied pro- 





4th May, 1953, as follows:— 


bourne. 





ANNUAL DIVINE SERVICES OF THE ACCOUNTANCY AND 
SECRETARIAL PROFESSIONS, MELBOURNE. 


With the approbation of the Councils of all the Institutes concerned, 
Divine Services for members of the Accountancy and Secretarial Profes- 
sions, their relatives and their friends, have been arranged for Monday, 


8 a.m. Mass will be celebrated at St. Patrick’s Cathedral, Mel- 


5 p.m. Evensong will be held at St. Paul’s Cathedral, Melbourne. 
No tickets or other mode of admission will be used this year, but 
sections of both Cathedrals will be reserved for those attending. Mem- 
bers should enter the Cathedrals at least ten minutes before the above 
commencement times, and ushers will be on duty. 
It is believed that members will appreciate the opportunity of seek- 
ing Divine guidance upon their chosen profession, and it is intended to 
hold such religious observances annually. 
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NEWS AND NOTES — Continued 


gramme of speeches and items of har- 
mony has been arranged and should 
provide an excellent opportunity for 
members of the Division to meet social- 
ly their colleagues in the profession. 
All members will receive a circular re- 
garding this evening but members are 
requested to note the date now. 
Personal. 

Mr. W. D. Burdett, A.A.S.A., former- 
ly a member of the staff of Messrs. 
Fuller, King & Co., Chartered Account- 
ants (Aust.), has commenced practice 
as a public accountant at 246 Glenferrie 
Road, Malvern. 


NEW SOUTH WALES DIVISION. 
Luncheon Meeting. 

On Wednesday, 11th March, 350 
members and guests attended the in- 
augural Members’ Luncheon at the 
Trocadero, 503 George Street, Sydney. 

The State President, Mr. W. P. 


Henson, F.A.S.A., who occupied the 


chair, extended a welcome to the Gene- 
ral President of the Society, Mr. C. R. 
Hicking, F.A.S.A. The General Presi- 
dent delivered a brief message in which 
he said: “This is the first occasion 
upon which we meet as members of the 
Australian Society of Accountants and 
the State President has been good 
enough to provide me with this oppor- 
tunity to convey, on behalf of the Gene- 
ral Council and on my own behalf, 
sincere greetings and to welcome you 
all to this luncheon. As you all know, 
the joinder of the Association of 
Accountants of Australia with the 
Society is now complete and instead 
of there being two bodies merged into 
the Society, we have the three import- 
ant organisations, Federal, Common- 
wealth and Association. 

“IT would like to extend a special 
welcome to the former members of the 
Association of Accountants of Aus- 
tralia. It is particularly important, I 
think, that we should take every oppor- 
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tunity to stress the fact that, virtually, 
the Australian Society of Accountants 
is not a new organisation, but actually 
it represents a combination of three 
professional bodies which, having 
parallel interests, wisely decided to 
unite and take this important step 
towards the advancement of Account- 
ancy in this country. The task of 
moulding these three organisations into 
one is not a light one by any means, 
but it has been approached in a spirit 
of complete co-operation and enthusi- 
asm and, as I rightly anticipated, there 
has not been the slightest semblance 
of any sectional interest. 

“The administration at Head office 
and in the Divisions is already running 
quite smoothly, thus enabling the 
General Council to concentrate more 
upon the development of a progressive 
policy, the framework of which we 
have already laid down. The General 
Council is to meet over a period of 
three days in Melbourne from the 13th 
April. 

“In all States there has been a 
marked enthusiasm and, apart from the 
Divisions in the Capital Cities, we have 
established Branches in four provincial 
centres: Newcastle, Ballarat, Bendigo 
and Geelong. And in regard to the far- 
flung membership of the Society, the 
General Council is very interested to 
develop these sectional Branches. 

“You have all seen the new Journal. 
Two issues have appeared and I hope 
you like the new format. I want you 
to remember, Ladies and Gentlemen, 
that this is your Journal, and I know 
that the editor will at all times be 
glad to receive contributions and con- 
structive suggestions. Now my time is 
limited, thus I am not permitted to 
detail our plans for the future, but I 
will content myself with assuring you 
that the General and Divisional] Coun- 
cils are working assiduously in the in- 
terests of the Society. 

“If at times progress seems to be 
slow, I know you will be patient: because 
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NEWS AND NOTES — Continued 


after all, the most important thing is 
for us to have a sure and solid founda- 
tion on which to build the edifice which 
we will always regard as something in 
the way of an achievement in the his- 
tory of Accountancy in this country.” 

The guest speaker was Dr. George 
Mackaness, O.B.E., M.A.,  Litt.D. 
(Melb.), M.A., D.Litt. (Syd.), 
F.R.A.H.S., well-known historian, whose 
subject was “Some Highlights of Early 
Australian Literature.” During the 
relatively short time at his disposal, 
Dr. Mackaness gave an outline of the 
history of those men who were out- 
standing in the literary field in the 
early days of the Colony. The close at- 
tention paid by the audience to the 
address was an indication of the inter- 
est the speaker created in his subject. 

A vote of thanks to Dr. Mackaness 
was moved by the State Vice-President 
Mr. E. A. Cupit, F.A.S.A., and it was 
carried enthusiastically. 


Canberra Branch. 

A Branch of this Division was form- 
ed recently in Canberra and at the 
March meeting of the Divisional Coun- 
cil the following members were ap- 
pointed to the first Branch Council in 
that district :— 

Messrs. K. Arscott, H. Bishop, H. G. 
Brooks, L. O. Brown, B. V. Fryer, R. 
Gray, M. P. Hay, J. Lang, J. C. Olssen, 
T. M. Owen, J. T. Pinner and R. West. 


Newcastle Branch. 

The following office bearers were 
elected at the first meeting of the New- 
castle Branch Council:— 

Branch Chairman: Mr. C. S. Hawken. 

Branch Deputy Chairman: Mr. P. E. 
D’Arcy. 

Branch Hon. Secretary: 
Scorer. 


Mr. F. S. 


Personal. 


Mr. S. M. Norton, F.A.S.A., has been 
appointed Chief Superintendent of the 
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Rural Bank of New South Wales. Mr. 
Norton was previously Chief Account- 
ant of the Bank. 


QUEENSLAND DIVISION. 
Visit of Professor M. E. Murphy. 
Members of the Queensland Division 

will in due course receive notice of a 
meeting of members of the Society in 
Queensland called to commemorate the 
formation of the Society and to afford 
members an opportunity of meeting 
their colleagues who were previously 
members of each separate Institute. It 
is intended that this meeting will be 
held at “Riverside”, New Farm, on the 
llth May. Full details will be sent to 
each member before that date. 


The Council of the Queensland Di- 
vision is anxious, however, that mem- 
bers may have the opportunity of hear- 
ing an address by an eminent visitor 
from the United States, Professor M. 
E. Murphy. Professor Murphy is visit- 
ing Australia on a Fulbright Scholar- 
ship and whilst in Brisbane is work- 
ing closely with the University of 
Queensland in the Faculty of Com- 
merce. Professor Murphy attended 
the International Congress on Account- 
ing held in London last year and has 
carried out considerable research into 
Anglo-American methods of account- 
ing. Members will be notified direct of 
the date and location of this address, 
which will be held on a date prior to 
the social meeting of members to take 
advantage of the visit of Professor 
Murphy in Brisbane. 


Branches 

The Divisional Council is now con- 
sidering recommendations made for the 
formation of branches of the Society 
at Townsville and Rockhampton and 
members resident in these cities will 
receive advice of meetings it is pro- 
posed to hold in these cities to mark 
the formation of branches of the 
Society. 





NEWS AND NOTES — Continued 


Accountants & Secretaries 
Educational Society. 

Members are reminded that the next 
meeting of the Society will be held on 
May 6, when Mr. A. S. Donnelly, 
A.A.S.A., will deliver an address on the 
subject, “Integration of Cost Account- 
ing and Financial Accounting Con- 
cepts.” 

The annual meeting of the Society 
was held in the Shell Theatre, Brisbane 
on the 4th March, 1958 at 7.45 p.m. 
The President, Mr. W. T. Reid, F.A.S.A., 
was in the chair. The report of the 
Council of the Educational Society and 
the accounts for the year ended 3lst 
December 1952, with the balance sheet 
at that date, were presented and adopt- 
ed. The excess of income over ex- 
penditure for the year of £28/4/8 was 
considered satisfactory in view of the 
cost of printing and circulating lectures 
delivered during the year. 

It was pleasing to note that member- 


ship had totalled 710 and the constitut- 
ing bodies continued to lend their full 


support during the year. The consti- 
tuting bodies are the Australian Society 
of Accountants, Australasian Institute 
of Cost Accountants, Chartered Insti- 
tute of Secretaries, and Institute of 
Chartered Accountants in Australia. 

The retiring auditor, Mr. J. S. Buckle, 
F.A.S.A., was re-elected for 1953. 

In recognition of the long and valued 
service rendered to the Society by the 
Secretary, Mr. T. H. Bailes F.A.S.A., 
over a continuous period of 35 years, 
members unanimously elected him an 
honorary life member of the Society. 

At the conclusion of formal business 
of the Annual meeting, Mr. E. D. Sum- 
merson, F.A.S.A., delivered an address 
on the sixth International Congress on 
Accounting which he attended in Lon- 
don in June 1952. Members were most 
interested in his discourse on the Con- 
gress and were delighted with approxi- 
mately 400 coloured slides of pictures 
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taken by Mr. Summerson in London 
and elsewhere during his visit. 


Educational Group. 

The Commonwealth Accountants 
Students’ Society, which has been 
active with the Commonwealth Insti- 
tute prior to the amalgamation, is con- 
cluding its activities for the year ended 
30th April, after which date it will be 
re-formed as an Educational group of 
the Australian Society of Accountants. 
The March meeting was held on 
Thursday the 12th March at 7.30 p.m. 
when members listened with interest 
to a broad survey of problems to be 
encountered in the analysis and the 
interpretation of financial statements. 
The address was delivered by Mr. I. S. 
Webley, F.A.S.A., lecturer in charge of 
Management training at the Com- 
mercial High School. Those present 
appreciated the clear and concise man- 
ner with which Mr. Webley dealt with 
his subject and found the precis notes 
issued during his address to /be of 
value. 

The Commonwealth Accountants 
Students’ Society will complete its 
final function in April after which it 
will be reconstituted as the Educational 
Group of the Australian Society of 
Accountants, operating in addition to 
the Accountants and Secretaries Edu- 
cational Society. Its functions will be 
of a more specialized nature including 
meetings of discussion groups, study 
circles etc. Members will be informed 
in due course of final details, but any 
member of the Australian Society of 
Accountants desirous of taking an 
active part in this group should com- 
municate with the State Registrar. 


Personal. 

Mr. H. N. Hilliard, A.A.S.A., A.LCS., 
has commenced practice as a public 
accountant at Nerang Street, South- 
port, as from the 2nd March, 1953. 

Mr. S. G. Reid, A.A.S.A., previously 
accountant at the Department of Public 
Lands, has been appointed chief 
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NEWS AND NOTES — Continued 


accountant for the Department of Main 
Roads. 

Mr. R. J. B. Muir, A.A.S.A., of the 
Solicitor General’s office, Brisbane, has 
been appointed senior legal assistant, 
Common Law Branch, at the Solicitor 
General’s office. 

Mr. A. D. Viertel, A.A.S.A., Dip. 
Com., previously in the Department of 
Irrigation and Water Supply, has been 
appointed assistant inspector of 
accounts at the department of the Au- 
ditor General. 


WESTERN AUSTRALIAN DIVISION. 

Mr. C. W. Court, F.A.S.A., of the 
firm of Messrs. Hendry, Rae & Court, 
Chartered Accountants (Aust.), was 
recently elected to the Legislative 
Assembly as a Liberal Member for 
Nedlands. 

Two former members of the Federal 
Institute of Accountants have achieved 
distinction in the new Government of 
Western Australia. Mr. J. L. Tonkin, 
has been elected Deputy Premier and 
Minister for Works and Housing and 
Mr. W. Hegney Minister for Prices and 
Production and Labour. 


STUDENTS’ SOCIETIES. 
N.S.W. Lecture 


Members were treated to an intel- 
lectual feast at the lecture on Marine 
Insurance given by Mr. P. R. Cronin 
at the Society’s Conference Room on 
the 19th February last. It was a 
feast in which the serving of meat was 
liberal, garnished with a generous 
sprinkling of humour which kept the 
audience in high spirits and held their 
interest throughout the evening. 

The President, Mr. Cupit, who 
occupied the Chair, introduced Mr. 
Cronin as Manager of the British and 
Foreign Marine Insurance Co. Ltd., a 
Member of the Committee of The 
Sydney Marine Underwriters and 
Salvage Association Ltd. and Chairman 
of the Claims Recovery Sub-Com- 
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mittee of this Association, and an 
authority on all aspects of marine in- 
surance. 

Mr. Cronin introduced his subject 
with a historical survey of Marine In- 
surance and led up to its various com- 
mercial aspects. It was the type of 
lecture which students welcome because 
it instils life into a subject which often 
seems very drab when drawn entirely 
from test books. 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS. 
GENERAL COUNCIL. 

HE annual meeting of General 

Council will be held in Brisbane 
on May 25 and 26. The president, Mr. 
C. Viertel, will occupy the chair, re- 
presentatives from all Divisions will 
attend, and important decisions will be 
made on a very full agenda. 

Delegates will be the guests of the 
Queensland Division, and Queensland 
members will be given the opportunity 
of meeting the representatives from 
other States at a social function. The 
Annual General Meeting of the Insti- 
tute will be held on Monday, 25th May, 
at a time to be arranged. Although 
the business will be formal the oppor- 
tunity will be taken for Queens- 
land members to participate in the 
official business of the Institute. 

Two of the items to be discussed by 
General Council will be assistance to 
Government departments with regard 
to differential costing and possible 
alterations which will have to be made 
in the syllabus of the examinations 
following the advances of costing in 
Australia. 


VICTORIAN DIVISION. 


Annual Meeting. 

The annual meeting of the Division 
was held at the Victoria Palace on 
Monday, 23rd March, 1953. Eighty 
members were in attendance and fol- 
lowing the formal business of the Divi- 
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NEWS AND NOTES — Continued 


sion a very pleasant social function 
was arranged by the Council. 

Members were informed of the Coun- 
cil’s desire to utilise subscriptions in 
the best manner possible by the pro- 
vision of the best services and most 
instructive functions to the limit of 
finances. and appeal was made for 
better attendances at the functions 
arranged and full use of the brochure. 
Members were again warned that fail- 
ure to supply the information request- 
ed on the brochure precluded their 
attendance at functions during the 
year, as no other advice is now sent 
regarding such activities. 

An excellent programme of artists 
was arranged and members also enjoy- 
ed a period of fraternisation with re- 
presentatives of other institutes. Dr. 


G. L. Wood, Professor of Commerce, 
University of Melbourne, spoke on be- 
half of the assembled guests and in 
thanking the Institute for the hos- 


pitality made a plea for a more pro- 
fessional basis for the accountant, 
particularly the cost accountant. 


Next Functions. 

On Tuesday, 28th April a discus- 
sion has been arranged as the final in 
a series on the subject of factory or- 
ganisation, entitled “Material Hand- 
ling”. In these days of increasing 
labour costs material handling has be- 
come an ever more vital factor in the 
final cost of the product. This dis- 
cussion has been arranged to provide a 
practical outlook on this aspect of 
management and to give the cost 
accountant an appreciation of his asso- 
ciated problems. The following speak- 
ers will take part in the discussion, 
which will take place in the Chamber 
of Manufactures, 312 Flinders Street, 
Melbourne: 

W. F. Sturrock— 

General Manager—Austin Motor 
Co. Ltd. 


G. E. Madden— 
Plant Engineer—Ford Motor Co, 
Ltd. 


W. P. Freemantle— 
Technical Manager — Mechanical 
Handling. 


Terminology of Cost Accounting: 
How to Obtain your Copy. 


The Australasian Institute of Cost 
Accountants, through its General Coun- 
cil and Divisions, has been working for 
some time on the preparation of a uni- 
form list of terms as used by Cost 
Accountants. 

This work, unique in Australia, has 
just been published by the Institute 
and every Accountant, Cost Accountant 
and Secretary, whether engaged in 
costing duties or not, will desire to have 
a copy for his bookshelf of this list of 
essential terms in order to improve the 
wording of his reports, forms and cor- 
respondence. 

The Institute has culled all modern 
accountancy literature and conducted 
intense research into the terms most 
frequently used in Australia to evolve 
these terms which it is recommended 
should be adopted by Australian 
Accountants. 

Because of printing difficulties the 
Institute may find it impossible to print 
more than one edition of this work and 
members are given an opportunity to 
participate in the pre-publication offer 
of a copy or extra copies of this work. 

Students are particularly advised to 
obtain a copy and future candidates of 
the Institute presenting themselves for 
examinations should make themselves 
familiar with the definitions. 

The work is copyrighted and will not 
be available from any other source ul- 
less by arrangement with the Institute. 

The price of the Terminology is 3/6 
per copy, post free. Orders will be 
followed in strict rotation. 
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THE CLEARING HOUSE 


PART-TIME WORK. 

OES “Practitioner”, Adelaide 

(January) really want an answer 
to his query “What is... part-time... 
work?” I make no apology, but per- 
haps some defence and an explanation 
of this iniquity, which does not rest 
solely on the shoulders of employees. 

The practice of part-time work has 

become almost universal in recent times 
because of several factors :— 

(a) Inadequate payment for labour 
sold. Despite, or because of, in- 
creases related to an artificial 
basic wage, salaried and other 
employees (including those 
working in the many branches 
of our profession) have found 
that their “margin for skill” 
has not increased proportionate- 
ly with unskilled labour rates. 
Dearth of labour. Migration 
and changes in the financial 
structure of the community are 
rapidly altering this state of 
affairs. 

(c) Increase in standard of living. 

(d) Monetary inflation. 

(e) Greed. 


It is morally incumbent upon every 
employee to give his undivided loyalty 
and his best efforts to his employer, 
but this should not be one-way traffic. 
A fair day’s work for a fair day’s pay 
is axiomatic, and employees as a group 
are now realizing that to obtain the 
latter it is necessary to fully carry out 
the former. They may, in the last 
five years, have been influenced by (b) 
above, and by a period of unusually 
high dividend payments. 

There is no question of two loyalties 
for a “part-timer”: he has, if by neces- 
sity alone, to leave this part of his 
being undivided. If put to the final 
test the part-time work would of course 
be relinquished. This may not, on the 
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surface, seem compatible with doing a 
part-time job efficiently, but with a 
little thought it will be seen that it is 
not only possible but practical to do 
both competently. 

The part-time work may or may not 
be directly associated with the em- 
ployee’s usual vocation, but in either 
case the experience thus gained is in 
many instances an asset to all parties 
concerned: it is unusual for the 
demands of part-time work to inter- 
fere in any way with the normal effort 
required for the major employment. 

A large financial institution not 
many years ago (and perhaps still) 
used to send a letter with the annual 
holiday pay to each employee couched 
in effect in the following terms: “Have 
a good time but make it a restful one 
in mind and body in order to better 
fit yourself for another year in the 
chains of service to us, the masters.” 
Would “Practitioner” as an employee 
have carried out this order, I wonder? 

Nowadays employee-employer rela- 
tions in most industries are on a more 
intelligent level; and, following Ame- 
rican standards, are approaching some- 
thing like the team spirit. 

Young married couples who have 
served their country well make up the 
bulk of the part-timers: by them the 
additional money is used, in the main, 
to obtain what are now considered 
necessities but which are impossibilities 
on all but executive salaries. I refer 
to a home (and mortgage), refrige- 
rator, wireless, some furniture, perhaps 
a car, part-time education and (of 
prime importance, but now unfortu- 
nately a luxury without some extra 
pecuniary assistance) a family. 

The “part-timer” is a “go-getter,” one 
who has a target, an unafraid toiler 
anxious to improve not only his mun- 
dane possessions but his place in so- 
ciety ; a person who with the gumption 
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to attain his desires will succeed not 
only for himself; but by his efforts 
better fit himself to serve his employer 
and his fellowmen. 

The exceptions are afraid of the 
remedy available to the employer and 
must thus be eliminated. 

For the individual the practice is 
transitionary only; and, as_ responsi- 
bility and, it should follow, advanced 
salary are granted, the “part-timer” 
becomes an “ex ...”, with an increased 
interest in life and the well-being of 
the firms which owe so much to him. 

EARN (L) EST 
Perth. 


OULD “Practitioner” (January 

issue) have forgotten the accept- 

ed methods of establishing a public 

practice after passing the prescribed 
examinations? 

What courses are open to the aspir- 
ing public accountant? 

1. Employment with a firm or indi- 

vidual leading eventually to 
(a) partnership 
(b) branching out alone; 

2. Purchase of an existing practice 
or partnership; 

3. Building up a practice from 
scratch. 

Take my own case. After twenty 
years in a commercial appointment, I 
feel that I have achieved very little, 
and that I would have been much 
better off in public practice. How 
would I fare if I tried now? 

1. Employment in my age group 
would be impossible to find be- 
cause of lack of experience, and 
I am hardly likely to be consider- 
ed as a junior or intermediate 
clerk to gain experience. 

. Opportunities to purchase a busi- 
ness or partnership are not very 
plentiful, and are likely to be a 


big strain on my financial re 
sources, 

. To build a practice, do I put up 
my plate outside, and hope for 
clients to come along before the 
wolf gets right inside the door? 
Or do I learn to be cautious; to 
establish some “part-time” work 
as a foundation for the erection 
of a full-time practice? 

It must also be remembered that the 
overwhelming majority of candidates 
learn the theory of accounting, and 
pass examinations on a “part-time” 
basis. 

If the examiners have been satisfied 
with the result of “evening or week- 
end” efforts, our part-time accountant 
should be able to meet the standards 
required for other purposes. 

His habit of evening study having 
been developed, he should be able to 
cope with a reasonable amount of this 
type of work, provided physical re 
laxation is not completely forgotten. 

Council could well give the young 
accountant some guidance in _ this 
matter. For instance, a similar adver- 
tisement appears on page xix of the 
January issue. Is advertising in this 
manner in accordance with the Articles 
of Association? 

In case misunderstanding should 
arise, I hasten to add that this was not 
my advertisement, but I would not be 
averse to considering offers. 


A. BATTLER. 
Melbourne. 


Replying to “Practitioner” (January, 
1953) and “Consultant” (March, 1953) 
regarding advertisements in papers for 
part-time work evenings and week 
ends. 

What of the Ethics of the Profession 
which condemn as discreditable to the 
profession advertisements _ either 
through the press or by circular which 
are solicitations of business? 
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If the advertisements referred to by 
these two worthy contributors are 
not solicitations of business, just what 
does one have to do before one com- 
mits the act of solicitation of business 
through the press? 

To further cloud the issue in this 
matter, instances of such advertise- 
ments can even be found in the Society’s 
own magazine — see the March, 1953, 
issue, Professional Notices. 

“Interpretation” 


A PRACTICAL SOLUTION TO A 
STUDENT’S HEADACHE. 

The problem posed by Mr. R. E. 
Maskell in the February 1953 issue of 
this journal is undoubtedly an interest- 
ing one. If there is any large value 
of shares and dividends involved in the 
instance to which he refers, I incline 
to the view that Mr. Maskell’s sugges- 
tion of asking for a solution of the 
problem by the Court which created 
the trust would be the most satis- 
factory course to adopt, if it be made 
before the Company holding the shares 
in trust was dissolved. 

I think there is authority for the 
view that where a Company being a 
trustee is about to be dissolved, the 
Court may appoint a new trustee, and 
vest the property of the trust in such 
person or authority. 

But it is possible that the value of 
the shares and dividends now held in 
trust may be so small as not to appear 
to warrant the cost of an application 
to the Court, or the applicant may be 
faced with a problem of finding the 
amount of such costs. He will natu- 
tally wish to find a means of satis- 
factorily transferring his trust without 
expense, and with a minimum of 
trouble. 

It seems that one way out of the 
lificulty may be, before Company “A” 
winds up, for the shares held in trust 
in Company “B” to be “paid into 
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Court” under Section 63 of the Trustee 
Act 1928. Under this Section the 
receipt or certificate of the proper of- 
ficer becomes a discharge to the 
trustees for money or securities includ- 
ing shares paid into Court. 


Upon the assumptions which I make 
from Mr. Maskell’s artic‘e, viz., that the 
shares in Company “B” were vested 
in Company “A” until the “dissenters” 
could be located, and subject to the 
consent of any of them being obtained, 
the latter Company had a disposing 
power to transfer or otherwise treat 
them as directed by any such party, I 
suggest that another solution to the 
problem is to be found in Section 297 
of the Victorian Companies Act 1938. 

That Section provides, inter alia, 
that where after a Company has been 
dissolved there remains any outstand- 
ing property which was vested in the 
Company, or over which it had a dis- 
posing power at the time it was so 
dissolved, such property by the mere 
operation of the Section becomes vested 
in the Registrar General together with 
all claims, rights and remedies which 
the Company or its liquidator then had 
in respect thereof. 

All Australian Companies Acts do 
not contain a similarly worded pro- 
vision to that of Section 297 of the 
Victorian Companies Act 1938. In the 
State where the law differs from that 
of Victoria, the action to be taken 
would naturally take a different course, 
though the end result would probably 
be the same, i.e. that the Crown would 
ultimately get the benefit of any un- 
claimed assets. 

J. Wallace Ross. 


VALUING LOOSE TOOLS 
S there a really satisfactory method 
of valuing loose tools once issued 
from store for the purpose of annual 
or other shorter-term account? 
As I see it, in the majority of cases 
it is well nigh impossible (and would 
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not be practical) to follow up the pur- 
chase of every item so that a fair 
value at the date of the balance sheet 
might be established. Thus we have 
usually a miscellaneous assortment or 
items, some being new additions, 
others replacements; and, in a works 
of any size, who is to distinguish the 
additions from the replacements? In 
either case the life may range from a 
day or two to several years. 

In any physical inventory taken 
during the last few years, with in- 
flationary tendencies so much at work, 
what is to be a true and fair basis 
of valuation? Tools still in use, but 
purchased prior to or during the early 
war period, may well be worth more 
now than original cost. If everything 
is valued at current replacement cost 
then it may well be that a credit would 
arise on the tools account. Again, 
would replacement cost be justified for 
assets which are perhaps, in many 
cases, largely worn out? 

Various arbitrary methods are em- 
ployed, but it would be of considerable 
interest to all if some readers who 
have come up against this problem 
would give us the benefit of their ex- 
perience in tackling it. 

Charles C. Smith. 


ON THE DOCTRINE OF 
CONSERVATISM. 

Mr. O’Halloran’s note raises quite a 
number of points, a full consideration 
of which will require much thought and 
study before they are likely to be finally 


and satisfactorily resolved. Some of 
these are: What is meant by a “doc- 
trine”, by the “doctrine of conserva- 
tism”, by “accounting”, by “financial 
management”? Is the “doctrine” of 
conservatism “dead” in (a) accounting, 
(b) financial management? Is _ it 
frowned upon in (a) accounting, (b) 
financial management? I cannot hope 
to deal with all of these, or, indeed, to 
deal adequately with any of them in a 
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brief and hurried note, but the follow. 
ing comments on some of them may be 
provocative and tend to promote 
further discussion and exchange of 
views. 

Mr. O’Halloran has quoted a passage 
which I wrote some years ago as tend- 
ing to engender confusion of thought. 
I think, however, that fundamentally 
Mr. O’Halloran and I are probably in 
agreement—that is, if I have taken his 
objection correctly. Let me elaborate 
my position, and Mr. O’Halloran can 
then determine whether we are of the 
same mind. 

I would like to draw a distinction be- 
tween what we may call a “policy” and 
what we may call a “doctrine”. I ad- 
mit that this distinction had not crys- 
tallized in my mind at the time of writ- 
ing the passage referred to by Mr. 
O’Halloran, although I think some of 
its implications are there in embryo. 

A doctrine, I take it, is something 
that is taught—a general proposition 
of something desirable. A _ policy, on 
the other hand, is a formulation of in- 
tention which can be carried out and 
give rise to specific decisions under 
specific circumstances. Thus a daoc- 
trine is something which lies behind a 
policy—a kind of rationalization of a 
policy. 

If we adopt this distinction, then 
there are both a doctrine of conserva- 
tism—a proposition or series of pro- 
positions which are expounded (for 
example, in text books) as being a de- 
sirable criterion—and a policy of con- 
servatism which gives rise to specific 
decisions, such as to bring a given loss 
to account in the records at a specific 
time, to value a given stock at a figure 
under cost, to underestimate the use- 
ful life of a particular machine, and 
so on. This, I take it, is the sub 
stratum of Mr. O’Halloran’s objection, 
and if this is so, I am in agreement 
with him. 

It may be that Stephen Gilman, who 
I think, first used the word “doctrine” 


The Australian Accountant, April, 1953 





THE CLEARING HOUSE — Continued 


in the sense in which it has been ap- 
plied in recent accounting literature, 
possibly led some of us astray. In a 
search for words to replace “prin- 
ciples”, he adopted the word “doctrine” 
on the rather slim analogy of its use in 
the phrase “Monroe Doctrine” (as 
applied to American foreign policy in 
the nineteenth century). It has long 
seemed to me that in that phrase the 
word “doctrine” might preferably have 
been replaced by the word “policy”; in 
that case the distinction between the 
two words might not have been so 
blurred as it has admittedly been in 
recent accounting literature. 


But we must also remind ourselves 
that a distinction drawn between “ac- 
counting” and “financial management” 
is, to a considerable extent at least, a 
conceptual distinction—a _ distinction 
drawn between the names of things 
and not between things themselves. 
When we come away from the realm of 


concepts to deal with human beings and 
their activities, can we legitimately say 
that many accountants are not also and 
at the same time “financial managers’’, 
and that their activities do not consist 
largely in directing or managing finan- 


cial action? In one (rather narrow) 
sense, the task of the accountant is pri- 
marily—but not wholly—to record and 
report upon the events which affect an 
enterprise during a given period. In 
fulfilling this function, the records 
must be made to reflect policy de- 
cisions, whether they be decisions of 
the accountant or of others. Hence, 
to take the “golden rules” propounded 
by Mr. O’Halloran, we might well ask: 
Who decides that profits shall not be 
taken into account until they are 
realised? Or that a known (specific) 
loss shall be brought to account? Or 
that a particular anticipated loss shall 
be provided for? Is it the accountant? 
And if so, is he acting in his accounting 
capacity in making such a decision or 
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is he acting as a financial manager? 
And does it matter who makes the de- 
cisions in fact? I do not profess to 
know the answers to these questions— 
they must depend on long and wide- 
spread discussion within, and perhaps 
without, the profession. I appreciate 
that it is important not to over-rate 
the accountant’s influence (qua account- 
ant) in the making of financial policy 
decisions; many of these must rest 
with managers and directors of enter- 
prises. But it is equally important not 
to under-rate it. And this is where the 
significance of doctrine comes in. If 
all accountants are taught that a cer- 
tain procedure or practice is necessary 
or desirable, then the expert advice on 
that matter will be uniform, and the 
managers will inevitably be influenced. 
In short, where, upon a particular 
matter, there is difference between 
accountants, the decision is finally one 
of managers, including the accountant 
qua manager. But where there is uni- 
formity among accountants, the de- 
cision is one of accountants. 

Finally, I think I may plead not 
guilty to the charge of averring that 
the “doctrine” of conservatism is dead. 
In the article from which Mr. O’Hal- 
loran has quoted, I pointed out also 
that the so-called doctrines (of which 
that of conservatism is one) have very 
important effects on accounting pro- 
cedure and practice (note the use of 
the present tense); and the sentence 
following the passage quoted by Mr. 
O’Halloran reads as follows:—“Its in- 
fluence has become so widespread that 
it has become almost a traditional 
policy; legal decisions emphasising the 
necessity to preserve capital invest- 
ment intact have over a lengthy period 
imposed responsibilities upon account- 
ants and business men, who, in making 
sure of meeting them, have often 
tended to subordinate the functions of 
accounting to the external dictates of 
non-accounting policy”. 

L. GOLDBERG. 
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Company Control: T. G. Rose; Gee and 
Company (Publishers) Limited, Lon- 
don; Pp. 40. 

HIS is a booklet containing a reprint 

of a paper read tothe London Centre 
of the Institute of Industrial Adminis- 
tration in June, 1951, as the last of the 

Higher Management Lectures (tenth 

series) devoted to “The Tools of Man- 

agement — Planning and Control”. 

There are modifications of, and addi- 

tions to, the paper as read originally. 

At the commencement, it is explained 
that each industrial and commercial 
undertaking is a unit at the head of 
which will be one man responsible for 
its well-being—the managing director. 
It is shown that the managing director 
will need to watch not only the 
operations of the various departments 
of the enterprise but to ensure as far as 
possible that no adverse external in- 
fluence will affect its safety. The avail- 
able sources of information to serve 
him in both aspects of his task are dis- 
cussed—with particular reference to 
the external as being the one more dif- 
ficult to define and bring within limits 
capable of being handled effectively. 

Accountants will be interested to 
read that one of the obstacles to provid- 
ing information to the managing direc- 
tor is the annual audit. In many cases 
this has dominated the records kept 
and the reports made and, no doubt, 
has influenced the outlook of those in 
charge of accounting records. It can 
be claimed that this obstacle is more 
widely recognised nowadays and that 
much has been done to overcome it in 
order to provide more useful and more 
frequent reports to management. Still, 
accountants should be reminded that 
the author is speaking from experience 
in company control work. 

The duties of the managing director 
are distinguished from his responsi- 
bilities and the paper concludes with 
a discussion on his personal qualities. 
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The latter feature, covered by the head- 
ing of “Leadership,” is excellent and 
shows plainly that the success or failure 
of the enterprise can be traced to the 
personality of the managing director. 

This booklet can be recommended to 
managing directors in all sizes of en- 
terprise not because it contains any- 
thing profound or because it could be 
necessarily a plan for good managing 
directorship, but because, as this re- 
viewer sees it, it should cause the 
reader to pause and ponder over his 
own relations with his particular enter- 
prise. 

For managers, accountants, secre- 
taries and others on the executive level 
it could be read with advantage in 
understanding the problems of the 
managing director and, perhaps, in 
better understanding the managing 
director himself, particularly, as the 
author puts it (referring to managing 
directors), in realising “what lonely 
men they are and how heavy is the in- 
escapable burden of the final respon- 
sibility for every occurrence al] the 
year round.” 

Those who aspire to managership 
likewise can read this paper with bene- 
fit to themselves. 

The author is to be congratulated for 
saying so much in so few words. 

L.H.D. 


A Dictionary for Accountants: Eric L. 


Kohler; Prentice-Hall Inc.; New 
York, 1952: Pp. x + 453: Price $7.50. 
T may be unusual for a review to 
begin on a personal note, as this one 
does. If explanation is needed, it is 
to be found in unusual circumstances. 
The book itself is unique in accounting 
literature and the author is an unusual 
man with unusual experience and quali- 
fications. 
On the way through U.S.A. to the 
Sixth International Congress in London 
last year, the reviewer stayed for three 
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days in Chicago. For half of that time 
he was engrossed in discussion with 
Mr. Kohler, ranging over the broad 
feld of accounting theory. It was an 
extraordinarily stimulating experience, 
for it was evident from the outset that 
Mr. Kohler possesses a combination of 
qualifications which are all too rare 
among accountants—high scholarship, 
an acutely critical mind, and marked 
ability to apply these gifts to the study 
of the intensely practical problems of 
modern accounting. 

To talk with him about accounting 
was to gain the impression that he is 
exceptionally well equipped to under- 
take accounting research. To learn of 
his experience and former achieve- 
ments was a convincing confirmation 
of this first impression. To examine 
this book is to realise that he has done 
a magnificent job, and that the Dic- 
tionary is certain to become one of the 
great landmarks in the development of 
accounting thought. 


From 1921 to 1928 Mr. Kohler was 
Professor of Accounting at Northwest- 
em University. From 1938 to 1941 he 
was Controller of T.V.A.; and from 
1948 to 1949 he was Controller of 
EC.A. For fifteen years, from 1928 
t0 1943, he was editor of Accounting 
Review, the journal of the American 
Accounting Association, and in 1935-36 
he was chairman of the American Insti- 
tute of Accountants’ Committee on Ter- 
minology, which later became a sub- 
committee of the Institute’s Committee 
m Accounting Procedure. 

In 1981 the American Institute of 
Accountants published a 126-page 
Accounting Terminology containing 
29 definitions. In 1936, as the Com- 
mittee’s Chairman, Mr. Kohler and 
ither members of the committee pre- 
pared a second report, containing new 
(efinitions of 991 terms, which had 
salted circulation in mimeograph 
orm, 
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The present work, in which “the 
American Institute of Accountants has 
no official interest’, contains definitions 
of no fewer than 2,275 terms. But this 
bald fact gives little indication of the 
magnitude of the work until it is under- 
stood that more than 2,000 of the terms 
are fully defined, with comprehensive 
discussions of the varying shades of 
meaning appearing in different con- 
texts. Moreover, in a great many in- 
stances, detailed illustrations of ac- 
counting standards and procedures are 
included in the definitions. For ex- 
ample, the definition of the term 
“balance-sheet” occupies 44 pages: it 
includes a summary of standards gen- 
erally observed in the structure and 
contents of the balance sheet and an 
example of a balance sheet prepared in 
“report” form and of one prepared in 
“account” form. Similarly the term 
“depreciation” is defined in 64 pages, 
in addition to 13 other definitions of 
senses in which derivatives from the 
word “depreciation” are used. 

The book is aptly described as a 
Dictionary for Accountants: it is not 
a mere dictionary of accounting terms, 
but a highly successful “adventure in 
lexicography” (to use the author’s own 
description) intended to serve two main 
purposes— 

(a) to help to explain accounting to 

non-accountants; and 

(b) to contribute to the clarification 

of accounting concepts for ac- 
countants themselves. 

The Dictionary is by no means re- 
stricted to technical accounting terms. 
The terms defined fall into five cate- 
gories :— 

(i) terms used in all walks of life 
that have been adopted by ac- 
counting and given _ special 
meaning; 
terms reflecting basic notions 
on which the more technical 
ideas of accounting have been 
built; 
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(iii) terms representing the complex 
of accounting concepts and ap- 
plications ; 

terms used in common with 
other fields, such as _ law, 
economics, statistics, mathe- 
matics, and administration; 
and 

(v) terms belonging primarily to 

other fields and often used by 
accountants that involve ac- 
counting concepts, or point to 
the employment or adaption of 
the product of the accounting 
art. 

In the present state of accounting 
theory, and of progress towards gen- 
eral acceptance of accounting stan- 
dards (including standard terminol- 
ogy) it is not to be expected that any 
dictionary could be offered as a final, 
dogmatic, and incontrovertible inter- 
pretation of even the majority of terms 
used in accounting. 

The author has shown his awareness 
of the dangers inherent in any dog- 
matic attempt to give certainty to 
meanings of terms which are commonly 
used in diverse or uncertain connota- 
tions. Modestly, but wisely, he puts 
the book forward as a first tentative 
edition; he invites specific suggestions 
for changes and illustrations of other 
usages or terms that have come under 
notice; and he promises within the not- 
too-distant future the preparation of a 
revised and extended edition. 

The care with which the tentative de- 
finitions have been framed is - evident 
from the fact that all standard account- 
ing works were consulted during the 
preparation of the dictionary, as well 
as from the acknowledgment in the pre- 
face to some thirty eminent accountants 
and workers in allied fields who have 
“contributed their time and ideas to 
various portions of the manuscript”. 

This is one book which no accountant, 
no economist, no lawyer, and few busi- 


(iv) 
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ness administrators can afford to do 


without. 
A.A.F. 


Elements of Accounts, by Andrew Bas- 
ton (The Gregg Publishing Coy. Ltd, 
London, 1952). Price 10/6. 


IS is a very good book indeed, a 
book on which the author is to be 
sincerely congratulated. 

When a reviewer is of this opinion, 
it may mean, of course, merely that the 
author and the reviewer are biassed in 
the same direction. A reviewer cannot 
escape from his personal predilections, 
but he should, I feel, in fairness to pros- 
pective readers—and buyers—of the 
subject of the review, introduce some 
thing into his review in support of 
them, even though it be only by implica- 
tion. 

In the present case, this part of the 
task is not at all difficult. In the pre 
face to the book the author states :— 

“It has often been alleged, and with 
considerable truth in many cases, that 
students who have completed a course 
in book-keeping are able to do exercises 
of a set type, but that when they meet 
a problem which must be solved by the 
application of first principles they are 
without resource to deal with it. 

“The present book is an attempt to 
remedy this state of affairs. The 
method employed is to take the balance 
sheet as the starting-point and to de 
velop the system of accounts from it. 
Students are thus presented at the be- 
ginning with the end-objectives of 
book-keeping and work back to the de- 
tailed routines, which are then seen in 
their true perspective. 

“This shift of emphasis results in 4 
much clearer appreciation of the pril- 
ciples and in a considerable saving of 
time. Time is saved because it i 
found that the processes of book-keep- 
ing are much more quickly learnt when 
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the student knows the purposes that 
they serve.” 

With this approach and objective, 
which I have been advocating myself 
for many years, I am naturally in 
hearty agreement, and it is for this 
reason that I consider this book refresh- 
ingly useful. In style, it is exceedingly 
simple, the print and set-up are excel- 
lently clear, and the exercises varied 
and searching. 

This is not to say that I do not find 
things in it to criticise adversely. For 
one thing, in attempting to meet the 
scope of “the syllabuses of most ex- 
amining bodies up to the intermediate 
standard”, the author has, in my opin- 
ion, cast his net just a little too widely. 
Simple though they are, the chapters on 
“Purchasing a Business; Goodwill”, 
“Partnerships”, “Company Accounts” 
and “Depreciation and Sinking Funds” 
are not quite adequate. 

For another, although the author has 
succeeded admirably in his attempt to 
achieve simplicity, there are instances 
where this very quality may lead to 
some confusion. For example, on the 
first page it is stated that the left-hand 
side (of a balance sheet showing only 
ownership claims and assets) is called 
the liabilities side, while on page 2 a 
distinction is drawn between liabilities 
(outside claims) and capital (owner’s 
aim). Although on a strictly tech- 
tical point the author may claim ab- 
“lution, yet for the uninitiated student 
this treatment may well prove puzzling 
for a time. 

Or again, take the statement (page 
26) that “at the end of the accounting 
riod a new Balance Sheet is drawn 
up from the information provided in 
the accounts. The debit balances are 
the assets and the credit balances are 
the liabilities’. This not only ignores 
the distinction made earlier between 
liabilities and capital, but also neglects 
tallow for the offsetting effect of such 
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things as provision account balances. 
Thus there would be involved in this, 
as in several other points, some un- 
learning in later parts of the book of 
matters absorbed in the earlier por- 
tions. 

Another point is that in Chapter 8, 
in dealing with the trading account, 
the distinction between the trading ac- 
count in the ledger and the periodical 
report known as the trading account is 
not clearly drawn, while from one illus- 
tration (on pp. 56-7) it would appear 
that the balance sheet appears in the 
books. In illustrations of the trading 
account throughout the book stock is 
shown as a credit item instead of, as is 
now generally considered preferable in 
the accounting report, as a deduction on 
the debit side to show the cost of goods 
sold. 

The treatment of the Cash Book and 
the Petty Cash Book, which are both 
regarded as having the two-fold func- 
tion of being books of original entry 
and ledger accounts, is, I should say, 
not satisfactory, while the crediting of 
depreciation to a (relevant) provision 
account would be preferable to credit- 
ing it direct to a fixed asset account, as 
is done in this book. A four-column 
worksheet or trial balance is presented 
where an eight-column trial balance 
would be a more useful device. 

The coupling of “Trading Results”, 
which is a very good, simple exposition 
of some aspects of analysis of reports, 
with “Double and Single Entry”, that 
is, unsystematised or incomplete re- 
cords, in one chapter (23) presents a 
queer combination. In this chapter, 
too, there appears an error in the work- 
ing of an illustration (p. 201), where 
depreciation deducted from the asset 
in the balance sheet is overstated by 
£50 and the net profit of £2,390 in the 
profit and loss account is carried down 
to the balance sheet as £2,340. 

It also seems a pity that the notion of 
self-balancing ledgers and adjustment 

— Continued Overteat 
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loss of time, but it can be suffered for 
some time if abnormal conditions pre- 
vent the Standard Practice from being 
properly and promptly revised. 

I should mention that we use circu- 
lar letters for general instructions 
which are not of sufficient import to be 
included in our Standard Practice; so 
it is not every circular letter which 
necessitates a revision of our Standard 
Practice. 


To revert to the first section of this 
talk, namely the Office Manual, as dis- 
tinct from the Standard Practice, there 
is a very fertile field for discussion as 
to whether it is or is not really worth- 
while. It really is only a collection of 
forms, examples, and a number of ex- 
planations of them; and, whilst it can 
be said that such a manual should be 
extremely useful in the training of new 
staff, it can on the other hand be very 
well argued that personal training and 
supervision of a new staff member is a 
much better method. Personally, I 
favour the latter: but, in an organisa- 
tion where younger members of the 
staff are really keen and anxious to 
learn everything they possibly can in 
order to fit themselves for future pro- 
motion, an office manual of this type 
is undoubtedly very advantageous to 
them, and will give them an under- 
standing of many forms and systems 


with which otherwise they would not 
come into contact in the normal course 
of their duties. 

Against this advantage, however, 
must be offset the fact that a very con. 
siderable amount of work is required 
to prepare such a manual; and, after it 
has been prepared, constant attention 
is required to see that it is kept right 
up to date with all changes of forms 
and systems recorded therein. It is de 
batable whether the work involved on 
the part of some senior executive war. 
rants the advantages gained. My ow 
view is that whilst, if I had to face a 
reorganisation or major change in 
forms and systems I would have such 
a manual prepared, I would not prepare 
one if the same purpose could be served 
by personal training. 

In stating these views I am, of course, 
guided by my own experience in our 
organisation. 

With regard to the second section, 
i.e, what I have termed “Standard 
Practice,” it must be obvious from what 
I have already said that I regard this 
as essential in any scattered organis- 
tion, particularly one with interstate 
branches: and, whilst I have not had 
experience of one being used in al 
organisation which is contained under 
one roof, I would even go so far as to 
say that the advantages are well worth 
the work involved in preparation and 
constant revision. 
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accounts should have been perpetuated 
(the excuse is proffered for the latter 
that they still appear in examination 
papers), and the treatment of control 
accounts as being outside the double 
entry system does not seem consistent 
with modern practice—at least in this 
country. 

In such as these and other points, 
criticism can be offered against the 
book, but they merely detract from, 
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without destroying, its usefulness. 

I commend it to every teacher who is 
not too lazy to read it critically and 
use it with discrimination, and to aly 
student who, having progressed some 
distance in the study of accounting, } 
finding difficulty in understanding ful- 
damental concepts but who, at the same 
time, can be trusted to select from !! 
what he needs without slavishly follow- 
ing all of it as an immutable precedent. 


L. GOLDBERG. 
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NEW ZEALAND NEWS 


Mr. John Gage of Auckland has left 
N.Z. to take up the position of Budget 
and Finance Officer for the Western 
Pacific Region of the United Nations 
World Health Organisation. He will 
be away for at least a year and while 
he has the option of returning to N.Z. 
at the end of the year he has not made 
definite plans yet. 


Mr. Gage was elected vice-president 


of the Institute for 1952 after being a 
member of the Council since 1947. 
When Mr. Gage accepted the position 
with the United Nations it was neces- 
sary for him to tender his resignation 
as vice-president and this was accept- 
ed with regret by the Council. 


Mr. L. V. Phillips of Wellington has 
accepted the position of vice-president 
for the remainder of the present Coun- 
cil’s term and Mr. Maxwell of Auckland 
has been appointed Treasurer. 
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liable. A change of outlook in this 
direction would help greatly in im- 
proving the already large supply of 
statistical information available. 


APPENDIX A. 


LIST OF GOVERNMENT STATIS- 
TICAL PUBLICATIONS IN NEW 
SOUTH WALES. 


MONTHLY 


Printed— 

Monthly Review of Business Statistics (C’wealth). 
Monthly Summary of Business Statistics (N.S.W.). 
Ouplicated (C’wealth)— 

Employment. Overseas Trade. 
Banking. Savings Bank Deposits. Motor Vehicles. 
Dairying Industry. Exports of Wool. Gold Mining 
Industry. Life Assurance. Demographic Review. 
Production Statistics. 


Export Prices. 


QUARTERLY 
Printed— 

Statistical Summary 
Bulletin (N.S.W.). 
Duplicated (C’wealth)— 

Building Industry. 
Business Survey. Overseas 
tion of Australia. 


(C'wealth). Statistical 


Retail Trade. 
Migration. 


Quarterly 
Popula - 


ANNUALLY 
Printed— 

Official Year Book (C'wealth). Official Year 
Book (N.S.W.). Statistical Register (N.S.W.). 
Demography Bulletin (C’wealth). Oversea Trade 
Bulletin (C’wealth). Balance of International 
Payments (C’wealth). Production Bulletin—Primary 
Industry (C’wealth). Production Bulletin—Se- 
condary Industry (C’wealth). Finance Bulletin 
(C’weaith). Labour Report (C’wealth). National 
Income & Expenditure (C’wealth). Pocket Com- 
pendium of Australian Statistics (C’wealth). Poc- 
ket Year Book (N.S.W.). 


NOTE.—The above list is not exhaus- 
tive, and includes only those 
publications likely to be of 
interest to businessmen. 





ESTATE DUTY AND GIFT DUTY. 


Publication Showing Statutory Exemptions and Rates of Estate Duty 
and Gift Duty. 


The Commissioner of Taxation tells us that there is now available 
a book setting out the rates of estate and gift duty for estates and gifts 
of all values together with tables showing the statutory exemption for 
estate duty. This new edition may be purchased at the office of the 
Deputy Commissioner of Taxation, London Stores Building, Elizabeth 
Street, Melbourne, Victoria, Price is 5/-. 
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End Pages 
by 
Angus yee 


THE JUDGE QUOTES POETRY 

This note is written in great excite- 
ment. After years of talking to myself 
I have acquired a fan mail. It is not 
great: about one letter a year. How- 
ever, it encourages me to go on. As 
the old Highland lady sweetly said as 
she spat in the sea: “Every mickle 
makes a muckle.” The letter which 
has caused such excitement comes from 
a reader who says he was searching for 
something in the first volume of the 
Australian Income Tax Reports when 
he discovered that Mr. Justice Evatt, 
as he then was, had quoted the follow- 
ing lines on page 19: 

Old, unhappy, far-off things 
And battles long ago. 

The reader asks the source of these 
lines. It gives me great pleasure to 
supply it, because the poet sings of the 
sweetest, gentlest and fairest lady in 
the world. Yes, you have guessed at 
once who she is. It is a song to the 
Highland Lass called “The Reaper”, 
by William Wordsworth. Behold this 
lovely creature, reaping and singing by 
herself. She sings a melancholy strain. 

O listen! for the vale profound 
Is overflowing with the sound. 
Will no-one tell me what she sings? 
Perhaps the plaintive numbers flow 
For old, unhappy, far-off things, 
And battles long ago: 

Or is it some more humble lay, 
Familiar matter of to-day? 

Some natural sorrow, loss or pain, 
That has been, and may be again! 

In another poem, the same poet says: 
“Sweet Highland Girl, a very shower 
of beauty is thy earthly dower.” A 
man of excellent taste, Wordsworth. 
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CARDINAL MORTON’S FORK 

My grandson, aged nine, has a 
passion for early English history. When 
he stays with us on his holidays he 
tortures me with millions of questions. 
He is not content with asking when 
Henry II died; he has to know how old 
was Henry when he died and what did 
he die of. One morning he got into 
bed with me and said “Papa, I’m going 
to ask you a really tough question. If 
you added up all the battles between 
England and France from Crecy to 
Waterloo who would you say won?” 
The best answer I could give was: 
“Nobody”. He “specialises” in the 
Wars of the Roses, and will at any time 
deliver a few thousand words on the 
subject. Of course, he is proud of the 
fact that we descend from the house of 
Lancaster; he will turn a deaf ear to 
my plea that the Yorkists had the 
better title. David asked me on which 
side I would have fought if I had lived 
in those times. I told him I would have 
stood on the safest hill and watched 
the fun. On then we go to the Lan- 
castrian usurper Henry VII who bound 
the rival houses together by marrying 
the daughter of Edward IV. 


Henry was a mean fellow. He loved 
money for its own sake; he needed 
money for his designs. When desire 
and need go hand in hand, you are 
almost sure to die rich. Henry started 
with nothing and died worth two mil- 
lions in cash. I have noticed too that 
a mean man generally marries a mean 
woman; at least there is a lot of trouble 
if one of them fails to observe this rule. 
Now, if you are a mean king it is 
essential that you should have a really 
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tough taxation commissioner. Henry 
had a champion. His name was Car- 
dinal Morton, and I shall speak of him 
in a moment. 


Henry VII worked on the principle 
of never trusting anyone when it came 
to a question of money. He did his 
own auditing. In the Museum of the 
Public Record Office in Chancery Lane, 
London, you will find a book of receipts 
of Sir Thomas Lovell from 30 Sep- 
tember, 1489 to 1 October, 1895, 
amounting in all to £126,346 18s. 54d. 
Sir Thomas was Treasurer of the King’s 
Chamber. None of the slipshod ways 
of the modern auditor for Henry; he 
did not hold with “test checking.” 
Every entry in Lovell’s book and every 
other similar book in the Record Office 
is attested by the sign-manual of 
Henry. 


Henry changed his sign-manual on 
25 August, 1492 and I wonder if he 
made the discovery that the more 
elaborate the auditor’s initials the 
easier they are to forge. 


Henry, as I said, not only loved 
money but he needed it for his designs. 
He was determined to become a despot. 
To be a despot he had to keep Parlia- 
ment from meeting. To keep Parlia- 
ment from meeting he had to be in- 
dependent of their grants of money. He 
went after the tall poppies, the remnant 
of nobles who had escaped death in the 
recent wars. 


The following is an example of 
Henry’s technique. It had been the 
fashion of the nobles to keep a swarm 
of retainers around their castles. This 
disorderly mob was always at the 
noble’s command when he wanted to 
revolt. If the boys were not fighting, 
they were doing something else; in fact 
they were a nuisance. Edward IV 
had ordered the dissolution of these 
military households in his Statute of 
Liveries, and Henry enforced the 
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Statute with the utmost severity. On 
a visit to the Earl of Oxford, a devoted 
Lancastrian, Henry found two long 
lines of liveried retainers drawn up to 
receive him. “I thank you for your 
good cheer, my Lord,” said Henry as 
they parted “but I may not endure to 
have my laws broken in my sight. My 
attorney must speak with you.” John 
Richard Green records that the Earl 
was glad to escape with a fine of 
£10,000. Ransome puts the sum at 
£15,000. To the Earl it was truly a 
lost week-end. 


Now for my particular friend, 
Cardinal Morton. As Bishop of Ely 
he had helped Henry to the throne. 
He became Archbishop of Canterbury 
and Lord Chancellor. Morton invent- 
ed a most ingenous plan for extracting 
money from the “haves”. If a man 
spent much Morton would say to him 
“You can well afford more for the king 
by spending less on yourself”. If a 
man spent little, he was told “You can 
spare something for the King out of 
your savings.” The trick is known to 
history as “Morton’s fork”. If he 
could not catch you on one prong, he 
got you on the other. 


The spirit of Cardinal Morton lives 
on. His spiritual successor is the Com- 
missioner of Taxation. If you spend 
your money on balls, picnics and 
parties, you are soaked with excise duty 
on your necessities such as cigarettes 
and beer, and with customs duty and 
sales tax on your luxuries. If you save 
your money, you are soaked with in- 
come tax on the fruits of your savings 
and with gift or death duties when you 
part with the capital or when it parts 
with you. “One prong or the other” 
I say to myself as I wriggle and shudder 
while writing this. 


It is not only in the affairs of money 
that the spirit of Morton intrudes 
itself. Never a day passes without I 
encounter it somewhere. As an ex- 
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ample, I am now engaged in writing a 
new edition of a book I inflicted on the 
public. I told my publisher that I had 
300 pages of new material. He replied 
that I could not increase the book by 
more than 100 pages. I said that this 
meant that I would have to make a 
drastic revision of the existing material 
to accommodate the new. He counter- 
ed “You can’t do that, we have kept 
the type of the last edition set up.” 
There are times when my frail temper 
crashes into a million fragments. Death 
near laid upon that man like an un- 
timely frost. 


I happen to be a director of a sub- 
sidiary of an overseas company. If we™ 
do well here headquarters wails about 
the cruel income tax, if we do ill they” 
moan about the lack of profits. So it % 
goes on everywhere. If the employee 
gets good and constant wages, there is 
nothing to buy or everything is too” 
dear. As the American soldier said in 4 
the last war, “the only thing Australia ~ 
has plenty of is shortages.” If things” 
get cheap, he gets the sack. The 
French have a saying “Life is like a7 
dirty stick, it all depends which end” 
you grasp.” As long as the spirit of 
Morton dwells among us we shall never ” 
grasp the clean end. 





PROFESSIONAL NOTICES 


Member wishes to purchase a small practice 
in or about Melbourne. Reply to No. 500, 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


ASSOCIATE, also A.C.A.A. and A.C.LS. 
returning Australia April, desires position 
after being employed by large concern in 
Malaya and adjacent territories for 4 years, 
last 2 years as Chief Accountant. Available 
for interview either in Sydney or Melbourne. 
No. 204 c/- Australian Society of Account- 
ants, 37 Queen Street, Melbourne. 


FOR SALE, Accountancy Practice with 
residence if required, in progressive country 
town, N.S.W. Gross Fees approx. £2500 plus 
Valuable Insurance connection. Scope for 
expansion. Desirable premises in central 
position. No. 110, c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


ADDITIONS & CALCULATIONS EXE- 
CUTED—Speedy service by Sydney Compto- 
metrist with own machine for part-time work 
at home. For enquiries ring BU 5673, or 
write Ludmar Pty. Ltd. 17 Bond Street, 
Sydney. 


PRACTICE REQUIRED—Accountant de- 
sires to purchase Sydney practice with gross 
fees up to £3000. Replies No. 109 Australian 
Society of Accountants, 5 Bligh Street, 
Sydney. 
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EX-COMMERCIAL ACCOUNTANT AND 
SECRETARY, several years with Victorian 
Prices Branch in senior positions, seeks en- 
gagement, full or part time. Any class of” 
work undertaken. “Experienced” c/- Aus 
tralian Society of Accountants, 37 Queen St, © 
Melbourne. 


A position with a future for a y % 
qualified Accountant (or final student) with 4 
a large wholesale company in Brisbane 4&8 | 
Assistant Accountant. Applicants should” 
have a sound knowledge of office administra- 
tion and knowledge of credit control would” 
be an advantage. Salary will be determined 
according to ability, qualifications and ex-~ 
perience. The company has a staff super _ 
anmuation scheme. Please address replies in © 
confidence to Wholesaler c/- Kennedy Bowly © 
& Manson, Box 457 F, G.P.O. Brisbane. 5 


ACCOUNTANCY PRACTICE or part or © 
small number clients wanted Sydney oF” 
nearby. Top Price. LU 2526. 


PRACTICE WANTED. F.A.S.A., A.C.L8, 
wishes to purchase an established practice in 
a Victorian country town. Fees around 3 
Cash paid. Replies to 501, c/o Australian > 
Sasety of Accountants, 37 Queen Street, Mel 

ourne. 
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